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SIR JOHN BRAITHWAITE 
chairman of the Stock Exchange Council since 1949, who retires on the 
24th of this month 
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A Financial Notebook 





Flush Season Ends 


THERE were signs last month, most 
notably the weakening in the sterling 
dollar exchange rate, that the flush 
season for the sterling area’s gold 
reserves is now over. ‘The fall in 
the spot rate on New York to around 
$2.814 in the third week of the 
month appears to have been attri- 
butable mainly to continental sales 
of sterling, probably in response to 
the further rise in money rates in 
New York. The discount on forward 
sterling, however, continued to nar- 
row, falling to about 4} cent on the 
three months swap. 

In addition to these continental 
sales the gold reserves had to bear 
last month the payment of $162 
millions to the International Mone- 
tary Fund as the gold portion of 
Britain’s increased subscription to 
the Fund. ‘The remainder of the 
subscription, {£174 millions, was 
paid in sterling and, in the cus- 
tomary way, was immediately in- 
vested in interest-free notes of the 
British Government. The Govern- 
ment had accelerated payment of 
the subscription, the Chancellor 
stated, “‘in order to emphasize the 
importance it attaches to the prompt 
implementation of the proposals to 
increase the resources of the IMF ”’. 

The inflow of gold in April, 
which totalled $112 millions, was 
surprisingly good. It appears to 
have owed nothing to any excep- 
tional receipts. Germany’s contri- 
bution of £12 millions towards the 
cost of maintaining British forces 


was not paid during the month. 
On the other hand, Britain made a 
special payment of $11 millions in 
connection with the winding up of 
the European Payments Union. At 
the end of April the reserves totalled 
$3,251 millions, a new peak since 
September, 1951. ‘Thus in the first 
four months of the year the reserves 
more than made good the end-year 
payment of $188 millions on the 
North American loans and the repay- 
ment of $200 millions of Britain’s 
drawing from the IMF. 


No Help from the Continent 


This is an impressive perform- 
ance. Only a small part of it can 
be explained by the inflow of Ameri- 
can investment capital. Moreover, 
the view widely expressed that the 
rise in the reserves has owed much 
to an inflow of short-term funds 
from the continent is not borne out 
in the latest figures of the sterling 
balances. ‘These show that in the 
first quarter of this year total over- 
seas holdings of sterling fell by £98 
millions to £3,869 millions. Some 
£85 millions of this reflected a fall 
in the holdings of international insti- 
tutions, arising largely from Britain’s 
repayment to the IMI’, but no less 
than {71 millions of it was attribut- 
able to a reduction in the balances of 
non-sterling countries, of which con- 
tinenta] countries accounted for £63 
millions 

These reductions were partly off- 
set by a rise of £58 millions in the 
holdings of the overseas sterling 
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area. Independent sterling countries, 
for many of which the first quarter 
of the year is the peak earning 
period, increased their balances, for 
the second successive quarter, by 
£34 millions, while the colonies 
increased their balances by {24 
millions. 


Exports Near the Peak 


Undoubtedly the flow of gold and 
dollars into the reserves in recent 
months has been powerfully helped 
by the striking increase in Britain’s 
exports to North America. In April 
these totalled £57 millions, exceed- 
ing the previous monthly peak by 
£10 millions. In the first four 
months of this year Britain’s exports 
to North America as a whole were 
26 per cent higher than in the same 
months of 1958, and, in particular, 
exports to the United States were 
no less than 38 per cent higher. 

The increase in shipments to 
North America accounted for just 
over three-fifths of the total in- 
crease of {£26 millions in Britain’s 
exports in April. The total for the 
month, £293 millions, was only £10 
millions short of the all-time peak 
established in May, 1957, and was 
indeed the second highest monthly 
figure ever recorded. Imports rose 
by {£24 millions during the month 
and, allowing for the small decline 
in re-exports, the trade gap remained 
virtually unchanged at £39 millions, 
the average for the first quarter of 
the year. 


Mortgage Rates Come Down 


Unexpectedly, the Building So- 
cieties Association decided at its 
meeting last month to recommend 
a reduction in the standard rates of 
interest on mortgages and shares. 
A month earlier, as an article in the 
last issue of The Banker recorded, 
the Association had set its face 
against any immediate decision and 


had announced that it would recom- 
mend “ appropriate ”’ reductions in 
mortgage and investment rates in 
three months’ time if the inflow of 
funds remained satisfactory. It has 
now recommended to its members 
that the minimum rate of interest 
on new mortgages should be re- 
duced from 6 per cent to 54 per cent 
by July 1 and that the rates paid by 
existing borrowers should be simi- 
larly reduced as soon thereafter as 
practicable. It has also recom- 
mended that the rate on ordinary 
shares be reduced from 34 per cent 
to 34 per cent, net, but that no 
change should be made in the rate 
of 3 per cent on personal deposits. 


This sudden change of heart may 
be attributed to three favourable 
developments. First, the inflow of 
funds in recent weeks has shown, 
in the words of the Association, 
‘** a welcome increase ’’, and the fear 
that any hint of a reduction in rates 
would divert a substantial volume of 
money from the societies to the 
national savings movement has been 
shown to be unfounded. Secondly, 
the scheme to provide Exchequer 
finance for the purchase of older 
houses is now likely to be operating 
by the end of June, earlier than had 
previously been expected. Thirdly, 
following the tax reductions an- 
nounced in- the Budget the com- 
posite rate of income tax paid by 
the societies on behalf of their share- 
holders and depositors has been cut 
from 5s 7d to 5s 14d in the {f. 
This is a larger cut than had been 
anticipated—and marks the first time 
that the Treasury has overcome its 
reluctance to go into halfpennies. 
Undoubtedly it played a big part in 
influencing the decision on interest 
rates since it meant that the proposed 
adjustment of lending and borrowing 
rates could be made without im- 
pairing the margin available for re- 
serves. This is reassuring, but the 
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real test of the wisdom of the 
decision will be the ease with which 
societies meet the heavy demand for 
mortgages expected this summer. 
If the reduction in rates means that 
more borrowers must be _ turned 
away unsatisfied the Association 
would have done better to stick it 
out at 6 per cent for a little longer. 


Advances Growth Slackens 


The pace of bank lending, which 
had been accelerating rapidly since 
last summer, slackened sharply in 
the four weeks to the mid-April 
make-up. Total advances by the 
clearing banks rose by £59 millions 
compared with an increase of £108 
millions in the previous four weeks. 
Excluding extraneous transit items 
and the overdrafts of the nationalized 
industries (which were just over {1 
million higher) this represented an 
average weekly increase of {14.5 
millions, compared with {27 mil- 
lions in the previous month, {22.5 
millions in the four weeks to the 
February make-up and {15.5 mil- 
lions in the first three weeks of the 
year, though it was still well above 
the weekly rate of increase recorded 
in the last quarter of 1958. A large 
part of this slackening is no doubt 
attributable to the ending of the 
main tax-gathering season and per- 
haps also to some running down of 
retailers’ stocks before the Budget. 
These seasonal factors, however, 
probably cannot account for the 
whole of it: the April figures suggest 
that the impetus that carried bank 
advances up by more than 25 per 
cent in the incredibly short space of 
nine months is now beginning to 
lose its force. The experience of 
individual banks differed strikingly: 
National Provincial and _ Barclays 
between them accounted for the bulk 
of the increase in April, with rises 
of £19.9 millions and £15.2 millions 
respectively. 


Although the opening of the season 
of deficit finance caused the banks’ 
liquid assets to rise by £39 millions, 
most banks were again forced to sell 
gilt-edged securities. Aggregate 
holdings of Government stocks fell 
by just on £50 millions, a sub- 
stantially larger fall than in the 
previous month. ‘The banks in- 
creased their other investments, how- 
ever, by {6 millions. ‘The biggest 
sellers of gilt-edged were Lloyds, 
whose portfolio was reduced by £15.5 
millions, and National Provincial, 
whose portfolio was reduced by 


April 15, Change on 
1959 Month Year 
{mn {mn {mn 
Deposits .. 6706.6 +-75.4 +256.3 
CONT 99? 6383.9* +56.2 +231.7 
Net” Dep {6279.34 +05 .. 
Liquid ol 
Assets 2091.8 (31.2) +38.7 - 44.3 
Cash .. 553.6 (8.3) + 6.6 + 10.6 
Call money 478.4 (7.1) -—23.3 + 57.1 
Treas bills... 931.7 (73.9) +54.3 -129.5 
Other bills... 128.2 (17.9) + 1.1 + 17.5 
is Risk 99 
Assets 4384.3 (65.3) +15.5 +-284.0 
Investments 1884.1 (28.1) -—43.7 —252.2 
Advances§.. 2500.2 (37.3) 59.2 +536.2 
State Bds 74.8 + 1.3 + 24.1 
All other 2425.4 +57.9 +512.1 
° 2337.6) +-47.6 “ 


* Excluding items in course of collection. 
+ Excluding all transit items as well. 
t Ratio of assets to gross deposits. 
§ Official total minus Lloyds Bank transit 
item. 
Excluding transit items. 


£14.3 millions. ‘These banks none 
the less showed the lowest liquidity 
ratios among the Big Seven at 
30.3 per cent and 30.2 per cent 
respectively. The average liquidity 
ratio of the eleven banks rose slightly 
from 31.0 per cent to 31.2 per cent, 
whereas in the corresponding weeks 
of 1958 it declined from 33.9 per 
cent to 33.1 per cent. 

The rises in advances and liquid 
assets more than offset the fall in 
investments and net deposits rose by 
£56.2 millions to £6,384 millions. 
This was more than the seasonal 
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increase and carried the seasonally- 
adjusted index compiled by Lloyds 
Bank 0.4 point higher to 114.1 
(1948-100), thus passing the pre- 
vious all-time peak of 113.8 estab- 
lished at the end of December. 


Lord Monckton on 
Monetary Control 

A reflective retrospect of the 
‘‘ regulation” of banking in Britain 
formed the theme of Lord Monck- 
ton’s presidential address last month 
to the Institute of Bankers. In this 
context he discerned three epochs 
since 1694—first, the long period of 
‘* legislative obstruction ”’, extending 
into the second half of the nineteenth 
century; the “free but self-con- 
trolled expansion’ lasting until 
1939; then the “‘ administrative regu- 
lation’’ that started with World 
War II. When the credit squeeze 
ended last year Lord Monckton 
wondered whether vet another phase 
was opening; but he now seems to 
doubt that—in spite of the Govern- 
ment’s promise not to revive the 
practice of imposing direct quanti- 
tative restraints upon bank advances. 
The relaxations of this past year, he 
thinks, do ‘‘ not mean that the banks 
have been permanently liberated 
from official direction as to their 
lending operations’’. Equally, he 
regards the substantial decontrol of 
capital issues as having been made 
‘rather with an eye to overcoming 
business recession than as a decisive 
restoration of freedom ’’. Not every- 
one would take quite so pessimistic 
a view as this; but there can be no 
doubt that, whatever methods of 
regulation are adopted, the banks 
cannot expect to be able to go on 
lending as extensively as they have 
been able to do in recent months. 

The return to  disinflationary 
policy, when it comes, need not 
however necessarily involve arbi- 
trary restraints. If it is indeed 


necessary, as Lord Monckton seems 
to assume, to supplement the “ old- 
style monetary instruments ’’, then 
it is imperative, as he emphasizes, 
to tind a method that will not, as 
did the ‘‘directive’’ controls, 
‘ stultify inter-bank competition and 
individual banking enterprise ”’, and 
will not be prone to evasion through 
the diversion of business into chan- 
nels not readily susceptible of con- 
trol. ‘lo devise some such methods 
may be, indeed, the major task of 
the Radcliffe Committee. 


ECGD’s New Facilities 

This year, perhaps to mark the 
enhancement of its status, the Export 
Credits Guarantee Department has 
accompanied the announcement of 
its trading results with a general 
review of its operations. This is a 
welcome innovation. Discussing the 
department’s business during the 
year to March 31, the Secretary, Mr 
L. J. Menzies, reported that over 
the year the proportion of Britain’s 
exports covered by the ECGD rose 
from 14 per cent to 16 per cent; 
indeed, in the final quarter of the 
year it reached 18 per cent. 

He also announced the introduc- 
tion of four new facilities for British 
exporters. First, each of the depart- 
ment’s fourteen branch managers 
will soon be able to agree additional 
cover on credits to many _ buyers 
known to the department without 
reference to headquarters. ‘This 
should reduce delay. Secondly, a 
rebate of 5 per cent on premiums 
will be offered to existing policy- 
holders who cover their exports of 
commodities, consumer goods or 
production-line engineering goods 
on a three-year basis instead of 
the present twelve months’ basis. 
Thirdly, new policies are being in- 
troduced to cover the special circum- 
stances of confirming house business 
and of the construction industries. 
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Finally, there is to be an improved 
form of cover on stocks held over- 
seas. All these reforms should 
increase the usefulness of ECGD 
to exporters. 

The department’s preliminary re- 
sults for the year to March 31 last 
—a year in which Britain’s exports 
fell by 3.7 per cent—indicate a sharp 
fall in the trading surplus from £6 
millions to {2.8 millions. Income 
from premiums rose from 5.5 
millions to £6.4 millions, but re- 
coveries fell from £5.5 millions to 
{3.9 millions. On the expenditure 
side there was a sharp rise of {2.6 
millions in claims payments to {7.5 
millions, mainly attributable to an 
increase in default losses from 


£900,000 to £4.9 millions. 


Brittain on the Budget 


A book. by Sir Herbert Brittain 
on The Bnitish Budgetary System* 
could hardly fail to be classic. Until 
his retirement in 1957 Sir Herbert 
was Second Secretary in charge of 
home finance and supply in the 
Treasury, a post that he held longer 
than any other incumbent this cen- 
tury. His intimate knowledge of the 


Price 25s. 


* Allen & Unwin. 
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workings of government finance and 
his masterly powers of clear and 
logical exposition are used to excel- 
lent effect, particularly in the four 
final chapters, which deal with the 
control of supply expenditure by the 
Treasury and by Parliament. 

Although in many respects in 
dealing, for instance, with the 
management of the national debt 
and with the operations of the Ex- 
change Equalization Account, the 
book covers a wider field than its 
title implies, in one important re- 
spect it does not fully live up to its 
promise. Its basic approach is pre- 
Keynesian: the chapter on the eco- 
nomic background to the Budget is 
by far the weakest and gives little 
indication of the equilibrating role 
assigned to the modern Budget. 
This is a regrettable limitation, but 
fortunately one that detracts little 
from the general mass of descriptive 
material. 

It is in that wealth of well-mar- 
shalled material that the book’s value 
resides. It is enlivened by some 
tit-bits of information that although 
familiar to experts close to Great 
George Street are probably not 
generally known: for example, that 
the Exchequer aims at ending each 
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day with a balance of {2 millions 
in its account at the Bank of England 
and of rather over {£1 million in its 
account at the Bank of Ireland, and 
that the cost of servicing the floating 
debt in the coming financial year 
is estimated simply on the basis of 
the Treasury bill rate at the latest 
possible date before the Budget. 
Sir Herbert, perhaps as befits one 
retired so recently from high office, 
confines himself rigorously to de- 
scription. The reader is allowed 
few glimpses of his own views on 
some of the controversial topics dis- 
cussed. This is tantalizing but 
understandable. It is greatly to be 
hoped that one day Sir Herbert will 
draw upon his unrivalled know- 
ledge to write a companion volume 
giving his views on the system. 


Barclays Rights and Scrip 


The terms of the rights issue fore- 
shadowed by Barclays Bank, the 
fourth of the clearing banks to make 
an issue for cash since the Capital 
Issues Committee’s control was sus- 
pended, were revealed last month. 
Shareholders registered on April 13 
are invited to subscribe for 5,561,914 
£1 shares at 40s a share on a one- 
for-five basis. As the existing shares 
stood at 66s before the announce- 
ment the rights were worth about 
4s 3d. The proceeds will amount 
to {11.1 millions. 

More surprisingly, Barclays also 
announced its intention of making 
a scrip issue, again on a one-for-five 
basis, to shareholders registered on 
August 19. It will be recalled that 
as recently as last October the bank 
increased its issued capital by a one- 
for-four scrip issue. 

The rights and new scrip issues 
together will raise the capital and 
published reserves of the bank from 
£49.5 millions to {60.7 millions. 
The ratio of capital and published 
reserves to gross deposits at Decem- 


ber 31 last will be increased from 
3.2 per cent to 3.9 per cent, a pro- 
portion exceeded only by Lloyds 
(4.6 per cent) and National Provin- 
cial (4.0 per cent). 

It is intended to pay an interim 
dividend of 6 per cent in July on 
the present capital and a final divi- 
dend of 5 per cent on the capital 
enlarged by the two issues, making 
the equivalent of 12 per cent for 
the year compared with an effective 
rate of 10.8 per cent for 1958. 


New Approach to Free Trade 


Representatives of the govern- 
ments of Britain, the three Scandi- 
navian countries, Switzerland, Aus- 
tria and Portugal are expected to 
meet in Stockholm early this month 
for further discussions on the practi- 
cability of a free trade area of the 
seven countries. A meeting of 
ministers might be called before the 
summer holiday season. 

The proposed free trade area 
would probably have institutions less 
powerful than those envisaged in 
the later stages of the negotiations 
for a European free trade area. 
Initially, the approach to free trade 
is likely to be made through reduc- 
tions in tariffs rather than by 
increases in quotas, where these 
exist. ‘The governmental delegations 
will consider in the light of the 
detailed studies made by industrial 
organizations in the seven countries 
the difficulties confronting the estab- 
lishment of a free trade area. 

This scheme is not intended to be 
retaliatory. It has been put forward 
with two limited objectives in mind. 
First, partially to offset the damage 
that may be suffered by some of 
the countries as a result of the 
institution of the common market. 
Secondly, to prepare the ground for 
ultimate association of the seven with 
the six common market countries 
in one free trade area. 
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How Soft is the Dollar? 


AST month a new wave of talk about the weakness of the dollar 
was excited by the substantial gold losses suffered, after a period of 
comparative stability, by the American Treasury. ‘The seriousness 
with which this talk was viewed may be gauged from the fact that 

authorities no less eminent than Mr Robert Anderson and Mr Per Jacobsson 
went on record in denying that there was any intention of devaluing the 
dollar. In recent months concern about the dollar has expressed itself in 
the widespread conversion of dollar balances into gold, in the substantial 
buying of gold shares by American investors and in the provision of new 
facilities for buying gold bars in Toronto and Johannesburg and for buying 
gold certificates in London. 

The current worries about the dollar do, however, take two distinct and 
contrasting forms. Some observers fear that the American authorities will 
not be able to stop the rot and that sooner or later the dollar and most 
other currencies with it will be involved in a catastrophic crisis of con- 
fidence. Others feel that while the dollar will be saved, the measures 
invoked to save it will exert a depressive influence upon the economy of 
the free world that might in the long run do as much damage as devaluation. 
Clearly, the dollar is now the world’s problem currency. The dominant 
role that it plays in international finance makes its stability essential to the 
stability of almost every other currency. 

The dollar’s weakness has been attributed to the marked deterioration in 
America’s balance of payments in 1958, a deterioration that in turn has been 
ascribed to the continued rise in American production costs. As the table 
overleaf shows, merchandise exports fell by some $3,120 millions to $16,207 
millions in 1958, while merchandise imports fell by only $347 millions to 
$12,944 millions. The reduction in the trade surplus thus more than 
accounted for the outflow of $2,275 millions of gold recorded in the year. 
The comparison of 1958 with 1957, however, considerably exaggerates the 
true deterioration that has occurred in the balance of trade, since exports in 
the early part of 1957 were artificially swollen by the effects of Suez. None 
the less, they continued to decline in the first quarter of this year—to some 
$260 millions lower than in the corresponding months of 1958. 

The United States is still, however, running a substantial surplus in its 
current payments. The gap in total payments that led to last year’s record 
outflow of gold arose wholly in the capital account. Net foreign grants and 
credits—military and civilian—amounted to more than $5,300 millions in 
1958, a total that combined with the net outflow of some $2,600 millions of 
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private capital exceeded the surplus of $4,500 millions on current payments, 
including military supplies, by some $3,400 millions. Allowing for an addi- 
tional small net inflow on some miscellaneous items, the total gap in America’s 
payments, current and capital, in 1958 was $3,120 millions, whereas in 1957 
there had been a total surplus of $819 millions. Some $2,275 millions of last 
year’s deficit was settled in gold and the balance of $845 millions by an 
increase in the short-term dollar holdings of foreign banks and official 
institutions. Preliminary figures suggest that the total deficit in the first 
quarter of this year was around $800 millions, which is about the same 
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1957 1958 
1. Exports, except military 19,327 16,207 
2. Other current receipts 7,149 6,868 
3. Total current receipts .. - 7 26,476 23,075 
4. Imports, except military 13,291 12,944 
5. Other current payments 4,296 4,382 
6. US military expenditures 3,120 3,365 
7. Private remittances .. 535 517 
8. Total current payments - e — 21,242 — 21,208 
9. Current surplus... - - + 5,234 1,867 
10. US private capital iv a 3,211 — 2,924 
11. Foreign capital (except 22) .. iv we 655 309 
12. Net outflow of private capital .. a - 2,556 - 2,615 
13. Multilateral settlements and net errors and 
omissions 7 876 381 
14. Aggregate balance (9-12-13) .. “ 3,554 - 967 
15. Military aid supplies 2,499 2,602 
16. Military aid grants — 2,499 — 2,602 
17. Other US grants = a ~ - 1,772 1,790 
18. US Government capital ' as 963 963 
19. ‘Total non-military aid —- 2,735 — 2,753 
20. Total Government aid (16 -++- 19) ha 5,234 5,355 
21. Net US payments (—) or receipts (14 + 19) 819 — 3,120 
22. Increase in dollar balances of foreign banks 
and official institutions 21 845 
-~ 798 2,275 


23. Gold sales, US purchases (-) 


size as in the corresponding months of last year. ‘The gold loss in the 
quarter, $92 millions, was, however, well below that sustained a year earlier, 
presumably because the rise in money rates in New York attracted some 
foreign funds and because Britain and Germany made substantial repay- 
ments of debt. The rate of loss has speeded up subsequently: in the seven 
weeks to mid-May the gold stock declined by $198 millions. 

An important element of strength in America’s balance of payments, on a 
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long view, may come from the striking growth in income from foreign 
investments. Last year, although very slightly lower than in 1957, receipts 
from foreign investments totalled $2,876 millions, which represented a 
nearly fourfold increase since 1946. In the same twelve years American 
payments of interest and dividends to foreigners increased less than three- 
fold to $604 millions. This growing surplus of investment income might 
provide some offset to a further deterioration in the trade balance in the 
years ahead. Indeed, since the bulk of this income arises from direct 
investment, the two balances are related. More and more of America’s 
exports are now being made indirectly through subsidiary companies 
overseas. The exporting of American motor cars, for instance, is now 
performed almost exclusively by the European offshoots of the American 
car firms. It can even be argued that a large proportion of the exceptional 
increase in imports of small cars into the United States consists of the 
products of American overseas subsidiaries and that to this extent the 
adverse effect on the trade balance should be partly compensated by larger 
receipts from overseas investments. 

The increasing returns that may be secured from America’s direct invest- 
ments overseas could not, of course, do more than mitigate the effects of 
any fundamental weakening in the competitive position of its export 
industries. It is by no means yet surely established, however, as some 
commentators have too readily assumed that the United States is steadily 
pricing itself out of world markets. The failure of American exports to 
recover perceptibly from the three-year low point to which they had fallen 
early this year is admittedly disappointing. But their aggregate value last 
year, though much below the abnormal achievement of 1957, and some- 
what below 1956, was still substantially above the average for the years 
1953-55; and, on this comparison, they had more than kept pace with the 
rise in imports, so that the surplus on visible trade was fully maintained. 
Nor is there yet any sign of grave deterioration in the trend of relative export 
prices. ‘The general index of American export prices, based on 1953, has 
since then risen by 7 per cent, or one point less than the corresponding rise 
in British prices—but five points more than the rise in Western Germany. 
It is undeniable, however, that in some ranges of manufacture, especially 
where labour costs play a dominant part, US goods look dear. Evidence 
of this is plentiful in the machine tool industry, once one of the staples of 
the American export trade, and also in the heavy electrical industry, where 
American manufacturers are now being beaten fairly consistently on their 
home ground by tenders from Britain, Germany and Switzerland. 

This sort of experience, reinforcing the lesson of the gold outflow, has 
made the American authorities, in common with other thoughtful observers, 
realize that it is possible for the United States to face a balance of pay- 
ments problem of the kind that has been all too familiar to European countries, 
and especially to Britain, in the years since the war. It does not yet face 
a problem of true deficit, but it is no longer regarded as inconceivable that 
it could ever do so. But though the strains may call for readjustments in 
policy, the circumstances in which those adjustments would be made will 
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be very different from those, for example, that have governed Britain’s 
actions at moments of external stress. One of the decisive considerations 
in every run on sterling has been the slenderness of the gold reserve relative 
to the claims that can be made upon it. The dollar, however, labours 
under no such disadvantage. The great strength of its technical position 
offers to the American authorities all the time they could need to lay their 
plans deliberately. Even more important, it gives them at least the oppor- 
tunity to seek wherever possible an expansive rather than a restrictive way 


of restoring equilibrium. 


Gold Reserves—and Liabilities 


At the end of 1958, even after the extraordinary gold loss, the aggregate 
gold holding of the United States, including the relatively small amount 
held in the Exchange Stabilization Fund, was still as large as $20,582 millions, 
and the ratio to aggregate deposit and note liabilities of the Federal Reserve 
Banks was 42 per cent, compared with the minimum legal requirement of 
25 per cent. Most other countries, and certainly Britain, the only other 
manager of an international currency, cannot afford the luxury of a gold 
reserve appropriated to, and earmarked for, the “ backing ”’ of the domestic 
currency: they regard the reserve as wholly available for the only purpose 
for which in practice it could ever be used—to defend the currency on the 
international markets. In America the notion of a domestic gold reserve 
still remains enshrined in popular thinking, as well as in law, in spite of 
the violence that one might have expected to have been done to that concept 
by the reduction of the legal minimum, in 1945, from its traditional 40 per 
cent to the present level. This being so, the international appraiser of the 
dollar has presumably to “ forget’’ some $12 billions of America’s gold 
reserve. But there still remains fully $8 billions of freely available gold. 

The scaremongers, especially those on the western side of the Atlantic, 
are fond of pointing out that this free gold is equivalent to only about half 
the gross amount of external short-term claims on the United States. At 
end-1958 foreign short-term liabilities, mainly in the form of deposits and 
holdings of US Treasury bills and certificates, totalled $16,164 millions. 
Of this total, $1,544 millions was held by the World Bank, IMF, and other 
international bodies; $8,663 millions by foreign central banks and foreign 
governmental authorities; and $5,957 millions by other banks and private 
owners. On the other side of the account, reported American short-term 
claims on foreigners totalled $2,542 millions. ‘This is admittedly a very 
large volume of short-term indebtedness, even if the claims of international 
bodies are left out of account and the counterclaims are offset—in which 
case the total comes down to just over $12 billions. In the event of a 
major scare about the future of the dollar the holders of a substantial part 
of these funds might be expected to seek their conversion into gold—unless 
they felt sure that the United States would continue indefinitely to pay out 
gold (at the present price) to all comers. If it chose to amend the require- 
ments for domestic cover, it could, as has been shown, readily pay off the 
whole of these short-term claims, and still retain a reserve equivalent to 
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some 24 times that now held by Britain on behalf of the whole sterling 
area. But, even on the present basis, its free reserve is equivalent to nearly 
100 per cent of the total short-term liabilities to overseas monetary authori- 
ties, and to almost 60 per cent of all gross short-term liabilities other than to 
the international institutions. Britain’s ratio to gross short-term liabilities, 
after appropriating the whole of the gold reserve for the purpose is roughly 
33 per cent. 

It may be recalled, too, that the United States has the largest quota in 
the International Monetary Fund, one standing at present at $2,750 
millions. Hence, after the 50 per cent increase that is about to be made, 
this second-line reserve will be just about equal to the excess of America’s 
net short-term liabilities to countries over its free gold reserves. Behind 
this 100 per cent cover in liquid assets and short-term claims there lies, 
finally, a huge reservoir of other mobilizable claims on the rest of the world. 
At the end of 1958 the grand total of United States assets abroad, excluding 
the short-term claims, was estimated at no less than $ 56,400 millions, 
showing an increase of some $40,000 millions since 1946. Of this vast 
total, about half comprises direct investments, which, of course, are not 
readily realizable, but the remainder consists of privately-owned portfolio 
investments that can be ranked with the ‘‘ domestic-cover’”’ gold among 
the immense potentially mobilizable defences of the dollar. 

The American authorities thus seem to be equipped to meet any con- 
ceivable run. ‘There is equally no doubt about their present determination 
to defend the dollar at its existing parity, and to use their reserves for the 
purpose. An increase in the price of gold, which some British com- 
mentators now contend would serve the double objective of ‘ solving ”’ 
the dollar problem while enlarging the world’s supply of liquid inter- 
national reserves, looks even more unthinkable to most American observers 
precisely because the dollar is under suspicion. A willingness to expend 
reserves may not be, however, sufficient in itself to remove the underlying 
causes of the pressures—not, at least, in the short run. The psychological 
factors playing upon the dollar in the exchange markets show a certain 
resemblance to those that assailed sterling in 1957. The true surplus on 
the current account, large though it is, is at present much outweighed by 
the grants and long-term capital account, and has to be supplemented 
by net short-term borrowings. Hence the dollar has become highly sensi- 
tive to swings in market sentiment—affecting domestic as well as foreign 
capital. Logically, the fact that the United States has allowed gold to 
flow out in such quantities, thus demonstrating its readiness to act as a good 
international banker and to return to Europe and other countries the gold 
it had held in trust for them, so to speak, while their external payments 
were under the abnormal strains of post-war rehabilitation, should have 
promoted confidence in the dollar. But in practice a continuing outflow 
can have the opposite effect upon some observers, and especially, perhaps, 
upon the Americans themselves. Much American comment voices concern 
at the supposedly “inflationary ’’ dangers of the gold losses, and joins these 
fears to the similar dangers it thinks it discerns in the weakness of the 
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bond market. ‘Iwo of the very processes that should tend to correct the 
dollar’s disequilibrium may thus become sources of additional nervousness. 

In these circumstances, it is certain that the American authorities will 
apply further correctives if they think there is risk of a resumption of the 
gold drain on the scale of last year’s. ‘The weapon that is nearest to hand 
is, of course, the monetary one; and it has already been brought into play 
to a significant degree. Increases in the prime lending rates of the com- 
mercial banks were last month widely regarded as a prelude to yet another 
increase, from 3 to 34 per cent, in the Federal Reserve rediscount rates. 
Market yields on Government securities are now over 4 per cent, in contrast 
with a little over 3 per cent at the low points touched a year ago. Hence, 
if the US Treasury is to avoid continued recourse to the short-term market, 
an alteration is likely to be needed soon in the limit, dating from World War I, 
that debars it from paying more than 4} per cent on any market borrowings 
on maturities beyond five years. 

Throughout this phase of rising rates the American authorities have 
been very conscious of the need to steer a middle course—to buttress 
the dollar and minimize the risks of a new inflation, and yet to avoid any 
cramping of industry’s recovery from last year’s recession. ‘They have 
doubtless also had in mind the damage that any such cramping might do 
to the economy of the rest of the world. If, however, American public 
opinion were to demand still stronger measures to check a continuing heavy 
gold outflow, there would be an increasing risk that such international 
considerations might receive less than their due weight. A monetary 
policy tough enough to allay the doubts of the more orthodox observers in 
New York financial circles could hardly fail to have some deflationary 
repercussions externally. 


Retreat to Protectionism ? 


But since that sort of policy would tend to squeeze the American economy 
first, and the world economy only consequentially, it is perhaps a less 
likely contingency than some other supposed correctives of dollar weak- 
ness; and these alternatives would impinge more directly upon the rest 
of the world. One possibility is that of a drift into more protectionist 
policies. ‘There is no doubt that such a trend would command consider- 
able support in the United States. Given a relatively high level of unem- 
ployment, it would find ready support among organized labour as well as 
from its traditional advocates in industrial circles. It is important to bear 
in mind that the Democratic party, partly as a result of the shift of industry 
to the southern states, and partly because of its growing identification with 
the trade unions, is no longer the unreserved supporter of liberal trading 
principles. So far, the United States has maintained a commendably 
liberal attitude towards imports. The exceptions, of which a great deal 
has been heard, have to be contrasted with the striking fact that America’s 
imports of manufactured goods as a whole have been rapidly expanded in 
these past two years of recession and recovery. If, however, the pressure 
on the dollar and on the gold reserves were to continue, it would be liable 
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to bring to the cause of the protectionists some of the forces within the 
Administration that have recently been fighting in the cause of liberalism. 
Inevitably, it would also reinforce the demand for a balanced budget— 
to be achieved by putting a curb on expenditures rather than by raising 
taxation. If that were the objective, a candidate high on the list for sub- 
stantial pruning would certainly be the foreign aid programme, military 
and economic, since a cut of that kind would directly contribute to both 
the budgetary and the external balance. An admunistration that had failed 
to arrest a further massive outflow of gold might find it impossible to refuse 
some cutting of these expenditures, however potent it might still regard 
the strategic and international arguments for maintaining them. 
Fortunately, there is no reason yet to take it for granted that the recent 
resumption of gold losses marks the beginning of another long-sustained 
efHux. Some relief, it is suggested, may be atforded by a further decline 
in the total outflow of private capital, now that the flow of funds for direct 
investment has dropped sharply from its peak on the completion of certain 
major programmes, chiefly in the petroleum industry. It is also suggested 
that overseas monetary authorities, having augmented their gold holdings, 
may be less anxious to convert their accumulating dollar balances, especially 
in view of the higher rates now earned on them. A contrary influence in 
the immediate future, however, is the coming depletion of the external gold 
and dollar balances, taken as a whole, through the quota transfers to the 
IMF. In any case, neither of these sources of relief is likely to be sub- 
stantial so long as there are persistent doubts about the dollar’s stability. 
To a substantial extent, as has been shown, these doubts spring from 
misunderstandings—from ignorance of the great strength of the technical 
position of the dollar, from misconception of the domestic effects of an 
outflow of gold, and from confusions caused by the international campaign 
for an increase in the currency value of gold. If the gold efHux continues, 
it is much to be hoped that the American authorities will refuse to be 
stampeded into any major changes in policy, but will concentrate instead 
upon an effort to clear up the misunderstandings—in the meantime 
letting the gold go. For this redistribution of gold, which all liberal 
observers ought to welcome, should provide a corrective in the end, by 
justifying and supporting more expansive policies in the rest of the world. 
Hence the non-dollar countries, if they wish to avoid both the threat to 
currency stability that comes from weakness of the dollar and the threat of a 
new restrictionism that may come from America’s fear of that weakness, 
have a twofold part to play. They must help in clearing up the mis- 
understandings, especially those arising from their own plea for an increase 
in the gold price. And they should consider well whether this may not 
be the moment for them to make their own further contribution to expansive 
international trading—by reviewing and so far as possible dropping the 
remaining discriminatory restraints on dollar imports. A move of that 
kind—the British Government for its part is about to make the further con- 
fession foreshadowed last autumn—would greatly strengthen the hands of the 
internationalists in the important debates that lie ahead in the United States. 
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Everyman an Investor 


N the past twelve months an unprecedented amount of effort and 

ingenuity has been employed in encouraging the small saver to invest 

in industry. In part this activity reflects the attempts of unit trusts 

to attract the small man or woman, for whom, in an era of inflation, 
War Loan no longer seems “safe’’. Beyond this, however, it reflects a 
deliberate campaign, blessed by the Government, that aims not so much 
at providing the small saver with a hedge against inflation as at giving him 
a stake in industry. A more diffused ownership of industry, the argument 
runs, would provide stronger incentives to work and to save and would 
promote a wider understanding of the merits of free enterprise. 

The proximity of the next General Election must arouse some suspicions 
that this last consideration has been uppermost in the minds of many of 
the recent proponents of democratic investment. Indeed it is difficult to 
believe that the principal economic advantage claimed—that it would 
‘tap a new source of saving for industry and therefore for the community 
generally ’—is not largely specious. If, of course, the closer association 
of worker and capitalist led to a genuine increase in the total of private 
savings, then indeed a new source would have been tapped. But it seems 
far more likely that it would merely divert savings from other channels, 
many of which lead, albeit circuitously, to industry. A high proportion of 
the small savings effected through life assurance, for instance, is invested in 
industry; even funds invested in national savings securities are these days 
in effect channelled to the nationalized industries to finance expenditure 
that rationally should be financed by equity capital. ‘The schemes currently 
proposed for diffusing share ownership, therefore, are likely to alter the 
form rather than the amount of personal savings—and at that to alter only 
the external form by making the connection between the small saver and 
industry more apparent. If this is all, are the efforts at present being 
devoted to that end worthwhile ? 

The answer to this question will depend ultimately upon one’s political 
standpoint. A person who believes in working towards a centrally planned 
economy in which, perhaps, an increasing proportion of industry is owned by 
the state clearly will see little point in seeking to diffuse the present private 
ownership of industry more widely. On the other hand, one who believes 
that free enterprise serves the community best will welcome any closer identi- 
fication of the interests of capital and labour. Since The Banker shares this 
latter view it holds that the establishment of a share-owning democracy is a 
worthwhile objective even though it may not yield all the advantages that its 
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supporters claim. Some of the means by which it has recently been proposed 
to pursue that end are discussed in this article and an attempt is made to 
suggest the general principles that should guide the choice of those means. 

The cardinal principle must be that the small investor is assured of the 
maximum possible protection. Basically this is not a matter of legislation: 
in the past thirty years the law has been tightened up sufficiently to prevent 
most, if not all, of the major abuses that endangered the small man’s savings 
in the past. Some further tightening up is required in a few directions: 
no company, for instance, that does not publish a balance sheet should be 
allowed to advertise for funds, and it is surely high time that the loophole 
in the law was closed that permits unit trust managers to repurchase units 
at less than the minimum price calculated by the Board of Trade formula. 
In the main, however, the protection needed by the small investor of to-day 
cannot be provided by further amendments of the law, nor in the nature 
of things can it ever be complete. 


Spreading the Risks 


Some risk of loss is inherent in equity investment and it is neither possible 
nor desirable to eliminate it, though it can, of course, effectively be reduced 
by judicious selection and by spreading savings over as wide a range of 
securities as possible. Here the unit trust or the investment trust would 
seem the obvious answer for the small investor. Both combine expert 
management and effect a far greater spread of risks than could be achieved 
by any investor individually. In present circumstances the investment trust, 
with its capital gearing and margin of undistributed profits, might appear 
best suited to the small investor seeking capital appreciation. The stock of 
such trusts can be purchased only on the Stock Exchange, however, and the 
market tends to be extremely narrow. 

The investment trusts are becoming alive to this problem. Last month 
the Ashdown Investment Trust announced an ingenious plan to create a 
more active market in its stock by offering two, or possibly three, million 
new stock units to the public at a special subscription price. ‘This price 
will be based on the market value of the trust’s investments after deducting 
current liabilities and preference and debenture capital, and will include 
24 per cent to cover stamp duties and commissions. ‘This elaborate formula 
is designed to strike a fair balance between the interests of existing and 
new stockholders. ‘The price so calculated will in fact be higher than the 
current market price of the trust’s stock, and the ability of the trust to sell 
new stock on such terms can be explained only by the difficulty of obtaining 
the existing stock in the market. 

Most unit trust units, on the other hand, are on tap, and can be pur- 
chased direct from the trust managers. ‘They thus enjoy a much more 
fluid market than the stock of investment trusts. Despite these advantages 
unit trusts have made comparatively slow progress since the war. ‘The 
amount invested in British unit trusts to-day is estimated to total little 
more than £100 millions, a figure that compares with $12,000 millions 
invested in similar trusts in the United States, £120 millions in Western 
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Germany and {£40 millions in Australia. Moreover, it is only about {20 
millions higher than the total invested before the war. The main reasons 
for this disappointing showing are probably the distrust engendered by 
some unhappy experiences in the 1930s and the ban on the issue of new 
units after, as well as during, the war (on the misconceived grounds that the 
funds so raised were for “ financial purposes’). In the past year the growth 
of the movement appears to have accelerated quite rapidly and three new 
trusts, backed by the illustrious names of merchant banks, have made their 
debut. 

The spread afforded by unit or investment trusts makes them a safer 
medium for small investment than a scheme, such as that sponsored by Aims 
of Industry, whereby workers in certain companies are given facilities to 
purchase shares in their own firm or in one of the other firms participating. 
There is, of course, a fundamental objection to investing and working in 
the same firm: if that firm should fail the worker’s livelihood and his savings 
are lost at one blow. How far this objection applies to a concern of such 
size and diversity as ICI is a more open question. 

Objections of a different kind may be raised to the schemes introduced 
by the Franco-British Trust and by Bowmakers to enable investors to buy 
shares on hire purchase. ‘The Bowmaker scheme, for instance, offers to 
advance up to 75 per cent of the cost price of the stock selected by the 
investor and the whole of the brokerage and stamp duty. Repayments 
may be spread over twelve, eighteen or twenty-four months. ‘These 
schemes are designed specifically to help the small man to invest out of 
income. Certainly there are now many wage and salary earners whose 
incomes are sufficient to enable them to invest regularly but who lack the 
capital to make an initial outright purchase. Moreover, it 1s precisely at 
this class of potential investor that any campaign for spreading the owner- 
ship of industry more widely must be directed. ‘The major problem here, 
however, is of priorities: should any small saver be enticed into equity 
investment (either directly or through the medium of a unit trust) before 
he has accumulated a reasonable holding of national savings securities or a 
reasonable balance in a building society, and betore he has put down a 
deposit on his house and taken out an endowment assurance policy of some 
kind ? ‘The answer, surely, is that these basic investment needs should be 
satisfied first. ‘Thereafter, the small man who has only current savings to 
invest would be more prudent to subscribe to one of the savings schemes 
run by some unit trusts than to venture direct into industrial shares on 
borrowed money. Admittedly, this advice may sound ultra-conservative 
and it must tend to slow down the progress towards a share-owning demo- 
cracy. No worse service could be done to the cause of democratic invest- 
ment, however, than the attraction by the lure of quick profits of a host 
of small savers whose resources are inadequate and who might therefore be 
forced to realize their holdings in a depressed market. 

Assuming that there are sufficient legal and advisory safeguards to protect 
the small saver, the second principle that should guide the official attitude 
towards schemes catering for the small investor is that all unnecessary 
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impediments to his investment should be removed. So far as the Govern- 
ment is concerned the main impediments are the 2 per cent stamp duty 
on transfers of stocks and shares and the general requirement that tax 
must be deducted at source from dividend and interest payments. How 
far are these impediments justified by other considerations ? 


Stamp Duties—A Tax on Savings 


Stamp duty on share transfers vields about £25 millions of annual revenue 
to the Exchequer, and while that is less than } per cent of total revenue it 
could hardly be discarded lightly. It represents, from one point of view, 
just on a quarter of the estimated above-the-line surplus in the current 
financial year. Such comparisons, however, are largely irrelevant. It is 
almost certain that the duty is paid out of capital or savings. Thus, although 
its abolition might make the Budget accounts appear weaker, it would in 
fact be unlikely to have any significant effect upon the balance of expendi- 
ture and resources in the economy. This point seems worth stressing 
since it has been argued in some quarters that if the Government cannot 
‘afford ”’ to scrap the whole of the duty, or reduce it, say to 1 per cent, it 
should free “‘small’’ purchases from it. This suggestion infringes the 
third principle that should govern progress towards wider shareholding— 
that there should be no artificial discrimination between one form of invest- 
ment and another. The reduction or abolition of stamp duty on “ small ”’ 
purchases would have the anomalous effect of discriminating against the 
small investor who purchases indirectly through a unit trust in favour of 
the small investor who buys direct from the market. Such discrimination 
would be indefensible. The proper approach would surely appear to be 
the abolition—or at least the reduction—of the stamp duties on share 
transfers right across the board. The stamp duties, indeed, are difficult to 
justify on any grounds. They are hardly a deterrent to speculation, since 
the in-and-out speculator who buys and sells in the same stock exchange 
account escapes entirely; they are hardly an effective substitute for a low 
capital gains tax since they are paid when the securities are purchased and 
not when they are realized and bear no relation to the investor’s gain or 
loss. 

The second fiscal impediment, deduction of tax at source, is far less 
easily overcome. ‘There is little doubt that it is a serious impediment, 
notably to investment by persons whose income is not liable to tax at 
the full standard rate. There is also little doubt that its removal would 
make it considerably easier to deal with some of the institutional impedi- 
ments to investment. Clearly, however, the Inland Revenue would not 
agree—nor indeed should it agree—to the payment of all dividends and 
interest gross. Thus the proposal that unit trusts should be allowed to 
reclaim the tax on the dividends they receive, and to distribute income to 
unit-holders gross, immediately runs against the objection that it would 
involve discrimination. 

It may be legitimately retorted, of course, that this is a field in which 
discrimination is already rife. This, however, is not a good argument for 
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extending it by the introduction, say, of Industrial Investment Certificates 
as recommended recently by a Conservative study group* headed by Sir 
Toby Low. These certificates, the study group suggested, should be issued 
by any institution—unit trust, investment trust, bank, insurance company, 
etc.—approved by a statutory authority and willing to comply with the strict 
rules of conduct laid down by that authority. The dividends and interest 
on the underlying securities held by the institution gua Fund would be free of 
tax—that is to say, the institution would be given the right to reclaim at once 
from the Inland Revenue the tax deducted at source. It is also suggested 
that the purchase of the underlying securities, settlement of trust funds, 
and the issue of certificates should be exempt from stamp duty. 


Unearned Income Allowance? 


Moreover, the study group recommended that the income on the certi- 
ficates should not merely be paid gross but should also be exempt from 
income tax, as is the interest on national savings certificates, and subject to a 
similar limit on individual holdings. ‘The investment attractions of these 
certificates would be very great, and would not be reduced significantly 
by the requirement that if the certificates were encashed within seven 
years of the date of purchase the holder would be liable to tax on the 
income received. But is this high degree of discrimination really justified ? 
True, without such tax advantages any security based on the unit trust 
principle might find it difficult to compete with the issues of the national 
savings movement. A more equitable way around this difficulty would be 
to make a general extension of some tax advantages rather than the limited 
and partial one proposed by the Conservative study group. In other words, 
it would seem preferable to make, say, the first £15 (or £25) of investment 
income, from whatever source, free of tax than to extend that privilege 
only to income derived from the proposed industrial investment certificates. 
Beyond this the Government should take whatever steps are possible to 
speed up the refunding of tax deducted at source to shareholders whose 
income does not reach the standard tax range. It should also do whatever 
it can by publicity to make persons not liable to tax at the standard rate 
aware that they can reclaim excess tax deducted. ‘There are compelling 
administrative arguments against departing generally from the principle 
that tax must be deducted at source, and strong economic arguments against 
departing from it in particular directions. 

The remaining impediments to small investment are outside the Govern- 
ment’s control. One of the biggest undoubtedly is that small bargains 
are uneconomic to handle and that therefore the man with £100 to invest 
is not welcomed in Throgmorton Street. Indeed, unit trusts are at the 
moment the only effective channel by which small savers can invest in 
equities. The Stock Exchange has tended to become geared to institutional 
business and would much prefer to deal with fifty unit trusts than with, say, 
two million small investors. It may well be that it is better from the investor’s 
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point of view as well to let the unit trust managers invest for him. The fact 
remains, however, that the small investor should have easy access to the stock 
market. If democratic investment is to mean anything it must in the 
end mean that. 

Meanwhile the unit trusts themselves are discussing ways of facilitating 
the purchase of their units. The trustees savings banks have for some 
time been considering whether they should sell units across their counters, 
but so far the requirement that dividends on the units must be paid net 
has deterred them. It is difficult, however, to see how the trustee savings 
banks, or any other members of the national savings movement, could 
easily combine the sale of such units with their traditional business in 
fixed interest securities. Discussions have also been held with some of the 
English banks about selling units over the counter, as is done for “‘ Scotbit ” 
units by the Scottish banks. ‘The diversity of English unit trusts, however, 
makes the English banks reluctant to extend such facilities to any one 
trust. Even so some unit trusts have recently made arrangements for 
the subscriptions to their savings schemes to be paid in at any branch of 
a particular clearing bank. The success of the ‘ Scotbit’’ experiment 
suggests that the sale of units over the bank counter would be one of the 
most effective ways of channelling small savings into unit trusts. 


Timing the Campaign 

If the campaign for a share-owning democracy is conducted in accordance 
with the above broad principles—if, that is, every possible effort is made 
to safeguard the investor and to remove the impediments to investment in 
ways that do not involve discrimination—it should play a useful part in 
making the economy more equitable and dynamic. The only misgivings 
that could possibly remain relate to the timing of the present campaign. In 
the past fifteen months equity prices in London have risen by more than 
50 per cent, the Financial Times index reaching a new peak of 239.8 on 
May 28. ‘This substantial rise, which, of course, has excited part of the 
current interest in unit trusts, must make the market vulnerable at the 
moment to any adverse news, though there is no evidence that industrial 
shares as a whole are overvalued at present prices. Some brokers have 
recently been reporting that the markets were beginning to look ragged and 
that there was unhealthy interest in one or two speculative issues. This 
may or may not signal a shake-out. Much will depend in the months 
ahead on the electoral prospects of the Conservative and Labour parties. 

The danger of a break in confidence cannot be ignored. Despite its 
obvious political advantages there 1s much to be said in favour of soft- 
pedalling the campaign for democratic investment until after the General 
Election. This may seem an unduly pessimistic note to strike. The political 
advantages of pressing on before the election are obvious; but the time for 
the Government to initiate such a campaign was in the earlier years of its 
term of office. That lost opportunity cannot be regained now. An ill-con- 
sidered drive at this juncture to turn everyman into a shareholder might do 
irreparable damage to the cause of popular capitalism. 
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The Economics of 


West Berlin 


By STEPHAN SCHATTMANN 


HE Geneva conference of foreign ministers was still in session 

when this article was passed for press, though only, perhaps, in 

the sense that it had thus far avoided breakdown. On the imme- 

diately critical issue, the future of Berlin, the talks seemed merely 
to have confirmed the insistence of the Russians upon the central features 
of the proposals so aggressively put forward by Mr Khrushchev six months 
ago. Such progress as has been made since then appears to have been 
tactical rather than substantial. At the outset, it is hardly necessary to 
recall, the Russian demand that the Western powers should withdraw 
from West Berlin and agree to a change in its status to that of a “‘ free 
city’ was in effect backed by a threat to impose a new blockade, and by 
a time limit. In default of agreement, the Russians were to conclude 
their own peace treaty with the government of Eastern Germany (inci- 
dentally confirming East Berlin as its capital city) and to relinquish to it 
their present control over the vital supply routes between Western Ger- 
many and West Berlin. Now the threat is being soft-pedalled, and any 
semblance of ultimatum studiously avoided. Yet the “ free city” proposal, 
wholly unacceptable to the Western powers, remains an integral part of 
Soviet policy. 

In the circumstances it is surprising that more attention has not been 
paid, in public as well as official discussions, to the economic aspects of 
this proposal; for this is a case in which economic considerations argue 
hardly less decisively than political ones. The avowed purpose of the 
Soviet proposal, as defined in the Note of last November, to establish 
West Berlin as a “free city’’ was to ensure its freedom from “ inter- 
ference’ by any other state, including Western or Eastern Germany; and 
it was specifically affirmed that the “free city’ ‘“‘ could manage its own 
economic affairs’’. But if West Berlin were to become autonomous in the 
sense thus implied, it would have to sever economic ties with the West 
that are indispensable for its present way of life, and its economy would 
suffer grave and possibly irreparable damage. 

West Berlin has the largest industrial population of any German city; 
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and the simple truth is that it cannot provide its 2.2 million people with 
a Western standard of living out of its own resources. It has neither raw 
materials nor agriculture. ‘The basis of its existence is the manufacturing 
industry that sells its products to Western Germany and to foreign countries. 
Before the war, thanks to its position as a capital city, its earnings from 
services of all kinds contributed about half its standard of living. All this 
is now gone, and it has not been possible to fill the gap by an increase in 
the industrial potential. It is estimated that the industrial production of 
what is now West Berlin has risen by only about 20 per cent since 1936, 
in contrast with an increase of some 140 per cent in that of the West 
German provinces over the same period. Even allowing for the decrease 
in West Berlin’s population since pre-war days, these estimates make it 
clear that West Berlin’s industrial potential is not big enough to guarantee 
employment and a Western standard of living for all its people. In these 
circumstances, its economic and social equilibrium have been secured 
through a transfer of purchasing power from the Federal Republic. 


Subventions from the West 


The West Berlin budget for 1959-60 estimates receipts from taxation 
and other local revenue at DM 1,300 millions and subventions from the 
Federal budget at no less than DM 1,500 millions. Even if one eliminates 
the portion of Federal aid represented by restitution payments to victims 
of Nazism, on the ground that this is a transitory item, the subvention is 
still around DM 1,000 millions, representing almost 40 per cent of the 
budget expenditure (other than the restitution and compensation payments). 
The Federal Republic also grants special credits of some magnitude from 
ERP counterpart funds; it gives additional aid indirectly by reason of its 
financing of the city’s social insurance deficit—West Berlin has a greater 
proportion of people over 60 than any other city in Western Germany. It 
could, of course, be said that a “free city’ would not have to pay taxes 
to the Federal Republic and that they would be retained within the Berlin 
economy. ‘This argument overlooks the value of the services now rendered 
to the city by the Federal Government: it fulfils those obligations that in 
all Lander are a federal responsibility. Last year West Berlin paid DM 1,100 
millions in federal taxation, roughly the value of the services provided. 

The importance of the financial assistance from Western Germany may 
be demonstrated even more conclusively by a glance at the balance of 
payments between West Berlin and the rest of the world. In 1958 West 
Berlin’s deliveries to the Federal Republic and to foreign countries were 
worth some DM 5,600 millions. The “ net value ” created in these exports 
by West Berlin industry after allowing for import content, etc, has been 
estimated at 45 per cent of the total, i.e. almost DM 2,500 millions. When 
this figure is compared with the DM 1,500 millions received from Western 
Germany, it will be seen that less than two-thirds of the city’s present 
effective international purchasing power comes from its own resources. 
In 1958, as the table on page 366 shows, West Berlin had a deficit of more 
than DM 1,000 millions on its balance of trade. If it were to forgo the 
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subvention from West Germany it would have to curtail its external pur- 
chases by more than the amount of this import surplus, since it also has 
a large deficit on “‘ invisible ’’ payments. 

The Soviet Note of last November provides evidence that the Soviet 
Government is aware of these facts. It suggested that an increase in orders 
from countries of the Soviet bloc would not only close the gap but would 
actually enable West Berlin to raise its standard of living. Even the most 
superficial glance at the economic realities shows that at this point, if at 
no other, the Soviet draughtsmen had their tongues in their cheeks. The 
Soviet proposal, the Note claimed, would make West Berlin’s economic 
position more “ natural’’. In particular, West Berlin would no longer be 
isolated from its “agricultural hinterland ’’—which in Soviet parlance 
means the provinces of East Germany. But in fact those provinces never 
have been the main suppliers of foodstuffs for West Berlin; these came 
mainly from the provinces east of the Oder-Neisse line that are now, for 
all practical purposes, incorporated into the Soviet bloc. In any case 
East Germany as such now has no agricultural surplus except in sugar beet. 

More important, of course, in this respect is Berlin’s pattern of trade. 
An analysis of the final destinations of the products of West Berlin’s 
industry shows that 26 per cent of the total (by value) was retained in the 
local economy, 62 per cent went to West Germany, and a mere 2 per cent 


WEST BERLIN’S BALANCE OF TRADE 
(DM 000 millions) 








1956 1957 1958 1956 1957 1958 
Deliveries to: Purchases from: 
West Germany .. 4.00 4.44 4.71 West Germany .. 5.03 5.57 5.86 
Abroad .. .. 0.64 0.76 0.85 Abroad 0.57 0.64 0.63 
East Germany .. 0.06. 0.06 0.07 East Germany 0.13 0.15 0.20 
Total . £7 £.26 3.63 Total 5.73 6.36 6.69 
Deficit .. .. 1.03 1.10 1.06 


to East Germany and the Soviet bloc. Similarly, of West Berlin’s pur- 
chases totalling DM 6,700 millions in 1958, no more than DM 256 millions 
were supplied by East Germany and the Soviet bloc. Hence, if the equi- 
librium of the economy of the “ free city’ were to be sustained by addi- 
tional purchases by the Soviet bloc countries and East Germany, as the 
Russians claim it could and would be, these purchases would have to rise 
astronomically. ‘To provide net purchasing power equivalent to the 
DM 1,500 millions subvention forgone the Communist countries would 
have to make purchases of about DM 3,500 millions a year—on the assump- 
tion, noted above, that the “ net value ”’ created by local industry represents 
about 45 per cent of total selling value. In other words, they would have 
to increase their imports from West Berlin almost thirtyfold, and in parti- 
cular to buy many more consumer goods. There is no evidence that the 
plans of these countries do or could provide for such vast increases. 
Equally, there is every reason to doubt that the countries of the Soviet 
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bloc would be able to step up deliveries to West Germany of raw materials 
and semi-finished products on the scale needed for the manufacture of 
goods they might want to obtain. Steel and especially coal and non-ferrous 
metals for the metal-using industries, which account for 40 per cent of total 
West Berlin production, are hardly likely to be available in the quantities 
required, if at all. 

Even in West Berlin itself there do not exist the pre-conditions for such 
a substantial expansion of industrial output. Considerably more could, 
no doubt, be produced if all plants could be worked at or near capacity; 
at present there is a rather high degree of unemployment. But to step up 
exports by some DM 3,500 millions would mean an increase in output of 
about 50 per cent. To achieve this new plant would have to be constructed, 
which could only be done over a period of time, and there would have to be 
great changes in the structure of the labour force. 


Industry Unperturbed 


These, then, are some of the economic implications of the Soviet proposal. 
Not surprisingly, its mere announcement caused something of a shock in 
West Berlin. There was some slight reflection of this in the monetary 
field. ‘The increase in the balances of savings and deposit accounts that 
is usual at the end of the year did not materialize in 1958. Some people 
are likely to have increased their holdings of cash, and others have with- 
drawn funds from the commercial banks and the savings banks for re-deposit 
with the Post Office. They evidently feared that in a crisis it might not be 
possible to cash their deposits with the Berlin banks, whereas balances 
lodged with the Post Office could be withdrawn anywhere in Western Ger- 
many. ‘The latest available figures show that the total volume of savings has 
remained stable, but that there has been a slight shift, of about 3 per cent, 
in favour of Post Office savings accounts. But too much should not be 
read into this development, and it is significant that there have been neither 
excessive purchases of foodstuffs nor any really significant decline in the turn- 
over of durable consumer goods since the end of last November. Industrial 
production made good progress in December and the annual data for 1958, 
while influenced by the economic trend in Western Germany, showed no 
signs of the greater degree of political tension. 

West Berlin’s industrial output (excluding that of public utilities and of 
building) rose by 4 per cent in 1958 in volume, against a rate of growth of 
3 per cent in Western Germany. ‘This compares with increases of 7 per 
cent in 1957 and 14 per cent in 1956. Obviously, the reduced rate of 
expansion in Western Germany in 1957 and 1958 (in the latter year it was 
half that of the former) was bound to leave its mark on West Berlin’s 
economy. Last year the value of industrial deliveries to Western Germany 
rose by 7.5 per cent, against a total growth in West Berlin’s industrial 
output by value of 7 per cent; in 1957 the deliveries to Western Germany 
had risen by 11 per cent. 

This deceleration of growth in West Berlin’s output was mainly attri- 
butable to the consumer goods industries. Output of the capital goods 
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industries as a whole rose in value by 7 per cent, whereas in 1957 it had 
risen by only 3 per cent. The main contribution came from the electrical 
industry, but steel construction, vehicle building and the non-ferrous 
metal industries also expanded. In the machine-tool and other iron and 
steel using industries as well as the precision and optical industries, how- 
ever, output was generally lower than in 1957. Output of the consumer 
goods industries as a whole still showed an increase on the previous year, 
but the rate of growth dropped to 7 per cent, compared with 17 per cent 
in 1957, the clothing industry being mainly responsible for this decline. 
The reduced rate of industrial growth involved a diminution in the rate 
of absorption of labour: 7,000 additional people were found jobs, compared 
with 14,000 in 1957 and 19,000 in 1956. 

Since the beginning of this year the economic trend has been more 
favourable than was generally expected; in fact it has bettered that in the 
Federal Republic. In March, the latest month for which detailed figures 
are yet available, the index of industrial production showed a rise of 10 per 
cent over the corresponding month last year, the increase in capital goods 
being 12 per cent and in consumer goods 9 per cent. Only 74,000 persons, 
compared with 93,000, were registered as unemployed, representing 8 per 
cent of the total labour force, against 10 per cent last year. Deliveries to 
Western Germany, which in February had shown only a slight increase on 
the annual comparison, were up by 11 per cent. While a good deal of this 
upward trend has been due to the quicker execution of orders, there is 
mounting evidence that the special drive launched by the Federation of 
German Industries to get additional orders for West Berlin is producing 
results. It aims at orders worth DM 600 millions, which would increase 
output by almost 10 per cent. ‘The needs of the small and medium firms, 
whose contacts with Western Germany are necessarily less developed than 
those of the big firms, are to receive special attention. 

West Berlin’s industries are also receiving valuable support from special 
concessions arranged by the Federal Government. ‘These concessions, 
which have even been improved upon this year, include credits for the 
financing of West German orders, the waiving of turnover tax on deliveries 
to Western Germany and on West German purchases of West Berlin goods, 
a 20 per cent reduction of income, wages and company taxes, guarantees 
against transport risks, and special depreciation allowances for investments 
in West Berlin. In addition to a normal 10 per cent allowance over a period 
of ten years it is now possible to write off a further 75 per cent by the end 
of 1961. This means that any investment made this year will be almost 
completely written off, for tax purposes, within two years. It is hoped 
that this will induce West German firms to open new branches in West 
Berlin and to expand existing ones. 

It is encouraging to be able to record that at this time of increased Soviet 
pressure the West Berlin economy, with the support of Western Germany, 
is weathering the storm so successfully. ‘To maintain intact West Berlin’s 
economic bridge with the West is not merely a concern of West Berliners 
and West Germans. It is indeed a vital interest of the free world as a whole. 


368 





1S 


w~e SS RD OD O 


e¢« vw we | ell ~_—- we ~~ 





As I See It... 


By SIR OSCAR HOBSON 




















No Rabbits in the Labour Hat 


HE recovery from the mild economic recession of 1957-58 con- 

tinues apace. The unemployment figures, the increased activity 

in the consumer industries, notably the consumer durables, with 

record outputs of the great motor car manufacturing firms, the 
excellent export figures for April, all bear witness to that. Perhaps most 
significant of all is the improvement in April in the steel industry, whose 
production then was better than in any month since April of last year. One 
or two big firms making the sheet and tinplate used mainly by the con- 
sumption and consumer durable industries are working at full capacity; 
but as production over the whole industry was in April still no better than 
814 per cent of capacity, it follows that the main body of steel firms, which 
manufacture chiefly for the capital goods industries, must still have been 
working at least 20 per cent below full output. 

There is still, therefore, quite a way to go before the steel industry, and 
the capital goods industries to which it is the key, can really be said to have 
emerged from the recession. However, I can see no reason at all to doubt 
that industry, taken in the lump, will make steady progress towards complete 
recovery in the next few months—progress perhaps comparable with that 
of the United States. The seasonally-corrected index of production there, 
which fell between the summer of 1957 and April, 1958, from 145 to 126, 
is now already away up at the new peak of 149. 

How fast and how far can we go? Can we at last, say next year, break 
through what seemed to be almost a physical barrier preventing, from 1955 
to 1958, our industrial production from rising? I have little doubt that 
we can and shall, though I still feel that the danger that faces us is rather 
that of pushing on too fast than too slowly. 

It is not to be supposed that the budget with its £720 millions overall 
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deficit—which is still frightening the gilt-edged market—marks the limit 
of official reflationary action. Already we have to add the first instalments 
of the £11 millions increase in the public servants’ pensions and of the 
ill-judged £30 millions rescue operation for the cotton industry. Appetite 
grows with eating and there will doubtless be further large expenditure 
projects before the year is out. 


Rejoinder to Mr Crosland 


However, I don’t want to pursue this matter now. I want to turn to 
some of the points raised by Mr Anthony Crosland in his article on Labour 
Party economic policy in the last issue of The Banker. In particular, I 
want to examine the reasons he gave for what he calls the “ almost complete 
stagnation of output in the past 3} years”’. ‘This is by no means a purely 
academic matter for, says Mr Crosland, “‘ the problem has not been spirited 
away by Mr Heathcoat Amory’s recent budget ”’. 

Mr Crosland’s explanation of the “stagnation ’”’ is in effect that the 
Tory Government, having caused inflation, particularly by reducing taxation 
in the budget of 1955, did not know how to control it. They could not 
control it because of ‘‘a misplaced faith in the efficiency of the monetary 
weapon ”’ and because, when their expansionist policy led to an exchange 
crisis, they had no weapon to meet it with except dear money. 

Now, I agree with Mr Crosland that the industrial stagnation of 1955-58 
was due to inflation and I agree with him that the Tories did not know 
how, or had not at first the courage, to tackle inflation. I agree with him 
that the budget of 1955 was a blunder. But that is the extent of my agree- 
ment. On practically everything else that he says I disagree with him 
profoundly. I disagree with him particularly on monetary policy. On 
this subject Mr Crosland, like most Labour thinkers, seems to me confused, 
uncertain and illogical. 

Consider what he says about monetary policy. He says, first, that a 
Labour Government should not rely heavily on it, and that the main 
instruments of control should be fiscal and physical, taxation and direct 
controls. Secondly, he says that interest rate policy should be used only 
for two purposes, namely, (a) to correct a foreign exchange crisis, and 
(b) to influence movements in physical stocks. If on entering office Labour 
should be greeted with a speculative run on sterling, it should be ready to 
‘raise Bank rate to any extent necessary as a temporary measure’’. But 
domestically high rates of interest are ineffective. They were, he says, 
“as ineffective in preventing the inflation of 1955” as low rates would be 
in reactivating the economy to-day. They are ineffective because the 
greater part of the nation’s expenditure (including consumer expenditure 
and public sector expenditure) is “in practice largely immune to monetary 
changes ”’ and only a minor proportion is really sensitive. 

This, however, is an exaggeration. Public sector expenditure is only 
immune from monetary control if the Government wilfully and wantonly 
excludes it. 'The expenditure of local authorities has recently been more 
and more subjected to the influence of the market, while after September, 
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1957, the expenditure of the nationalized industries was adjusted by 
ministerial order to accord with the credit policy exercised in the private 
sector mainly through the interest rates structure. 

At this point Mr Crosland puts in a footnote to explain that he has been 
referring only to a “‘ moderate ” use of monetary policy. “* Really drastic 
changes in interest rates,”’ he concedes, “ will, of course, always be effective ”’, 
but ‘‘ in practice ” they can never be used. ‘Thus he consigns to the melting 
pot the whole of his foregoing argument. What are “‘ moderate” rates of 
interest; what are “really drastic” rates? The “high” rates that did 
not succeed in preventing the inflation of 1955 were rates based on a Bank 
rate that reached only 44 per cent in that year. Not till February, 1956, 
was the Bank rate raised to 54 per cent and by early 1957 it had again been 
reduced to 5 per cent, where it remained until September 19 when the 
famous or notorious 2 per cent jump to 7 per cent took place. 

Was 7 per cent (which Mr Crosland would apparently be willing to 
use again in like circumstances) a “ really drastic’ rate or was it still within 
the range of rates that he designates in one sentence as “ moderate”’ and 
in another as “high”. Whichever it was, I suggest that Mr Crosland 
has in his footnote given away his case against the use of monetary policy. 
He is in the end driven to admit that it can be made effective in any given 
circumstances. I suggest to him that monetary policy is a much more 
subtle and efficient instrument than he believes. I suggest that “ timing ”’ 
as well as degree of “‘ drasticness’”’ is of its essence, that if it is used with 
promptitude and with decision interest rates will rarely need to be hoisted 
to very high levels, and that the reason why monetary policy appeared to 
fail in 1955 and 1956 was precisely because those qualities were lacking. 


How Big a Burden? 


Among the reasons Mr Crosland gave for relegating monetary policy to 
a secondary rdle was that, by raising the cost of the short-term National 
Debt, it is liable to impose a heavy burden on the Exchequer and particu- 
larly on the balance of payments. True enough; but, after all, in encouraging 
imports and discouraging exports inflation itself is disruptive of the balance 
of payments. If expansionism has got out of hand, a price has to be paid 
for the cure. The burden on the balance of payments is there, anyhow, 
and if as an alternative to raising money rates taxes are to be raised, so is 
the burden on the taxpayer. 

Mr Crosland may and does say that a better method would be to impose 
import controls as a temporary expedient. Well, unless they are to be 
utterly ruthless, in which case they would be highly damaging to the com- 
mercial credit of the country, import controls, as we found in 1951-52, 
take many months to become effective. Their first result would almost 
certainly be to aggravate the run on sterling and not to check it. They 
would undermine confidence in sterling still further, whereas the monetary 
weapon, as the raising of the Bank rate showed in September, 1957, can 
instantaneously reverse the exchange trend. Mr Crosland recognizes this 
when he advocates the raising of the Bank rate ‘‘ to any extent necessary ”’ 
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as the first step that Labour should take if on entering office it finds itself 
confronted with an exchange crisis. Why must he blow hot and cold on 
the use of the Bank rate ? Why must he hark back to import controls ? 

The fact of the matter is that, having relegated monetary policy to its 
strictly secondary role (if he really has done so) Mr Crosland has very little 
to offer. ‘To physical controls he also assigns only a secondary part— 
which I agree is a welcome development of Labour policy. There is no 
intention to stage a wholesale reintroduction of controls. Indeed, apart 
from his somewhat equivocal advocacy of import restrictions, he mentions 
only one, the inevitable building licences. 

So in the end it is a case of fiscal controls first and the rest nowhere. 
Well, we all agree that the budget has its part to play in the economic 
control business, but when Mr Crosland praises it as being more “ selec- 
tive’ than monetary policy, I am impelled to reply that the value of 
selectivity depends on the knowledge, skill and impartiality with which the 
selection is conducted. I would not credit any Government with the 
capacity to maintain the economy on an even keel merely by selective raising 
and lowering of taxes. I think that monetary control with its anonymity and 
its continuous consultation of the desires and choices of the community, 
via the market, is by far the more trustworthy instrument in the long run. 

But back now to the industrial “‘ stagnation’ of 1955-58. Mr Crosland 
attributes it to Tory blundering, and within limits I agree with him. That 
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is to say, I regard the stagnation and the mild recession into which it 
developed as the inevitable result of inflation, for which both Labour and 
Tory Governments were to blame. Mr Crosland, incidentally, seeks to 
play down the part the “‘ cost-push”’ of wage demands has played in the 
inflationary process. He says that much of the post-war rise in prices 
was due to non-wage factors such as the rise in import prices, reductions 
in subsidies and deliberate rises in “‘ administered’ prices such as rents 
or fuel. How he can make out that the rise in coal prices was “‘ not induced 
by wages”’ beats me. But for the rest there has been no rise in import 
prices since 1950 (the big rise in 1951 was quickly reversed) and I do not 
believe that the removal of subsidies and the Rent Act between them can 
fairly be blamed for more than a small fraction of the almost 50 per cent 
rise in the retail price index that has occurred since 1950. 


Spurring the Sluggish Economy 


However this may be, Mr Crosland thinks that if a Labour Government 
is returned at the General Election it will be able to control wage demands 
better than the Tories have done. ‘This may be so, though I do not think 
that the experience of the Labour Governments of 1945-51 gives any con- 
clusive support tothe claim. But if it is so, that is only a negative advantage. 
It will help Labour to prevent inflation getting out of hand again. But it 
provides no positive impetus to the emergence of the British economy from 
stagnation. 

Mr Crosland’s formula for bringing about that devoutly to be wished 
consummation is this: “ Labour’s primary aim must be to spur the sluggish 
British economy into the same rate of growth and investment as other, 
more progressive, industrial countries have achieved’”’. The example of 
Germany particularly appeals to him. Britain must be converted into 
“a dynamic high-investment economy on the German model”’. His 
choice of the German model is rather odd, because I am sure that Mr 
Crosland does not forget that, of all the great industrial countries of the 
western world, Germany has since 1948 had the freest economy; and the 
one overriding control on which that country relied for preventing 
expansionism from developing into inflation was that “‘ ineffective ”’ 
device, dear money. 

To get dynamic high investment there is little Labour can do that the 
Tories are not already doing. There are some things that Labour must not 
do. investment depends on saving. Labour must, therefore, do nothing 
to discourage saving among the classes that are (still) the most prone to save. 
There must be no fresh “ selective’’ taxation aimed at the well-to-do. 
There must, one would think, be no more nationalization—no renationaliza- 
tion of steel—since all experience so far points to the conclusion that 
nationalization is prodigal of capital and inimical to productivity. For 
the rest, what is there to do but give capital and labour their head and 
hope that henceforth they will pull together as well—or let us be moderate 
and say nearly as well—as the Germans? Well, as I have said, I am not 
unhopeful of that. 
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Germany’s Interest 
Rate Puzzle 


By ROLF E. LUKE 


FRANKFURT, mid-May 


HE structure of Germany’s balance of payments changed dramatic- 
ally in the first quarter of this year. Although the surplus on 
current account was some DM 300 millions higher than in the 
same months of 1958 at DM 2,100 millions, the deficit on capital 
account was DM 2,900 millions greater at DM 4,800 millions. The 
overall deficit was therefore about DM 2,800 millions, against only DM 170 
millions in the first quarter of 1958 and an average surplus of DM 1,400 
millions in the remaining three quarters of 1958. As the currency reserves 
of the Bundesbank dropped by DM 3,000 millions in the first three months 
of this year there remains a gap of DM 200 millions to be explained, which, 
coming as “ net error and omissions ”’ with a negative sign, must be attri- 
buted to unrecorded capital exports. The direction, though perhaps not 
the magnitude, of this change came as no surprise. It was to be expected 
that the deliberate policy of the Bundesbank to bring the level of German 
interest rates down in order to promote capital exports would bear such fruit. 
The increased surplus on current account was due mainly to a rise in 
exports of 3 per cent in value and 6 per cent in volume compared with the 
first quarter of 1958. This increase in volume resulted not only from 
the flexible price policy of German exporters—German export prices were 
on average 3 per cent lower than in the first quarter of 1958—but also from 
an increase in the purchasing power of the countries importing German 
goods. ‘The Bundesbank, in its latest monthly report, makes the point that 
in this connection German capital exports paid a handsome dividend. Im- 
ports were 5 per cent higher both in value and in volume than a year earlier; 
thus none of the increase in the trade surplus is attributable to an improve- 
ment of the terms of trade. Although net earnings from services are 
declining owing to increased transfers of profits to foreign investors and to 
deficits in tourist expenditure, there are few signs that this item will ever 
afford a significant offset to the trade surplus. The achievement of a 
better equilibrium in the balance of payments therefore is likely to depend 
upon the sustaining of an outflow of capital. 
Here, the considerable progress that has been made recently is apparent 
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when it is realized that the deficit of DM 4,800 millions on capital account 
in the first quarter of 1959 was nearly as high as the deficit for the whole 
of 1958. While there were certain special factors that contributed to this 
encouraging out-turn (such as the accelerated repayment of debts under 
the London debt agreement and pre-payment for future armament de- 
liveries), there still remains a capital export in the true commercial sense 
of about DM 2,600 millions. This stemmed from a net improvement of 
DM 1,350 millions in the net foreign balances of German commercial 
banks and from long-term capital exports of nearly the same amount. 
Between the end of 1958 up to March 31, 1959, short-term foreign assets 
of German commercial banks increased by about DM 830 millions to 
DM 2,700 millions, while commitments were reduced by DM 520 millions 
to less than DM 3,000 millions. ‘The increase in assets took the form 
mainly of larger time deposits with foreign banks and the taking up of more 
foreign money market paper. Assets of this kind amounted to DM 1,500 
millions at end of March compared with DM 600 millions at the end of 
1958 and a mere DM 10-20 millions in the later months of 1957. The fall 
in commitments was achieved by a reduction in the time deposits held by 
foreign banks and in the credits accepted from foreign banks. These 
foreign credits came down from DM 1,000 millions in 1957 to DM 580 
millions at the end of 1958 and to DM 455 millions at the end of March, 
1959. 


Cartel Rate Agreements 


The establishment of a new market for prime bankers’ acceptances with 
the help of a special institution—the Privatdiskont-AG—has assisted 
the downward trend of credits taken up abroad. The market opened on 
February 5 last at Frankfurt with dealings restricted to the finance of 
imports and transit trade. Before its acceptances can be eligible for dealings 
on the market a credit institution must have capital and reserves of not less 
than DM 3 millions, with certain exceptions for private bankers specialized 
in financing import and transit trade. The marketed total of prime bankers’ 
acceptances of a single institution should not as a rule exceed one and a half 
times that institution’s own capital resources. The Privatdiskont Company 
was established to serve as a special broker with a share capital of DM 5 
millions (25 per cent paid up) subscribed by the commercial banks, the 
central giro institutions and some other special institutions. Interest rates on 
prime bankers’ acceptances are slightly lower than the Bank rate and have 
thus helped German importers to obtain internal credits on better terms 
than could be obtained abroad. ‘Thus in this private field in particular the 
interest rate level has now been brought into a better relation to the general 
condition of the German economy. | 

This is the more important since in recent years the structure of German 
interest rates has not only been rather complicated but also in some ways 
even self-defeating. In principle the official Bank rate is meant to govern 
the market, but in practice the interest rates charged and granted by the 
credit institutions, which are organized in a kind of a cartel, are influenced 
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by the Bank rate only in so far as those institutions are forced to rely on 
central bank money. At times when the market is highly liquid the influence 
on the two cartels (one for debit and one for credit accounts) on the level 
of market rates may prove to be stronger than the influence exerted by 
official Bank rate policy. The influence of the Bank rate and the so-called 
Lombard or advances rate—at present these stand at 2? and 3? per cent 
respectively—on market rates is effected mainly by their relation to the 
different kind of credits granted. Interest rates for advances on current 
accounts, overdrafts, normal acceptances (apart from prime bankers’ accept- 
ances) and for commercial bills are fixed in relation either to the Bank 
rate or to the Lombard rate. ‘This relation is governed by the so-called 
‘“ Agreement on Debtor Interest Rates ’’ which is settled by the “ Central 
Loans Committee’ consisting of the five associations of credit institutions 
—the Federal Associations of Private Banks, of Central Giro Institutions, 
of Co-operatives, of Farmer Credit Co-operatives and of Mortgage Banks. 
The Committee has the power to decide the structure of interest rates, 
subject to the approval by the Bank Supervision Authorities. In the same 
way the “‘ Agreement on Creditor Interest Rates”’ governs interest rates 
granted for deposit accounts. 

There is a striking difference, however, between the two agreements. 
The agreement on debtor interest rates imposes a ceiling: for example, 








Men in the know choose 


UNICORN 
TRUST 


for their clients 
—and for themselves 





For the private investor —yes, obviously 
UNICORN. With a minimum purchase of 50 
shares (around £38), there’s nothing 
sounder. (And the Unicorn Savings Scheme 
is ready to accept subscriptions of 10/- 
and up.) 


For pension and similar funds, reserve 
funds or company monies—UNICORN again. 
Shares have shown an appreciation of over 
50% since formation in 1957 (price at May 
25 was 15/2). Gross income distributed 
is equivalent to £7 4s. Od. per £100 origin- 
ally invested. Commencing gross yield (in 
accordance with Board of Trade formula) 
£3 17s. 5d. per cent per annum. 


Managers: Unicorn Securities Limited 
Trustee: Lloyds Bank Limited 





Full particulars from: DILLON WALKER & CO. LTD. (Share Distributors of Unicorn Trust), 
DEPT. EE2, WATLING HOUSE, 12/16 WATLING STREET, LONDON, E.C.4. 
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advances on current account at present have a maximum interest rate of 
4 per cent above the Lombard rate plus a commission of } per cent per 
month, making an annual rate of 7} per cent. Similarly, overdraft rates 
are subject at the moment to a ceiling of 8? per cent per annum (4 per cent 
above Lombard rate plus 4 per mille per day) and commercial bills to a 
ceiling of 4 per cent above Bank rate plus 4 per cent per month, in all 43 
per cent per annum. Since these are ceiling rates credit institutions are 
free to undercut them if they want to and can afford it. On the other 
hand, competition among the banks in practice rules out the possibility 
of rates higher than the agreed ceiling. ‘The opposite effect is exerted by 
the ‘‘ Agreement on Creditor Interest Rates’, which governs the rates on 
deposit accounts. As these rates represent maximum rates only for non- 
banking clientele, it is the rates for time deposits that matter, especially 
those for savings deposits for periods of more than six months. These are 
fixed at 3 per cent for deposits of six to twelve months’ term and at 4 per 
cent for deposits of twelve months or more and have no fixed relation to 
the Bank rate. By putting a ceiling on these deposit rates the agreement 
tries to keep competition down and, of course, usually succeeds in doing 
so in times of high liquidity. In times of credit stringency, however, there 
is the danger that the rates will turn out to be minimum rates. Since they 
are fixed without regard to the Bank rate, they can be influenced only by 
developments of the capital market itself.: The savings banks are likely to 
oppose any reduction of deposit rates in order to prevent an undue widening 
of the margin between them and the long-term rates in the capital market. 

Naturally, the effectiveness of these agreements depends largely upon the 
general condition of the market. In times of liquidity strain commercial 
banks are able, and indeed induced by the authorities, to charge higher 
interest rates for advances and to grant higher rates for deposits. Under 
such conditions their rates are usually in line with those of the savings 
banks. But in times of high liquidity the rates charged by the two sets of 
institutions often diverge. 'The commercial banks have to accept the lower 
lending rates forced upon them by a fall in the demand for loans and an 
increase in competition, and at the same time they are anxious to reduce 
their deposit rates in order to maintain their profit margins. The savings 
banks, on the other hand, whose main business is in mortgages and mortgage 
bonds, have no incentive to agree to lower the interest rates on deposit and 
savings accounts so long as the rates for mortgages and for mortgage bonds 
remain high. Furthermore, as the savings banks, by statute, are not allowed 
to invest in other bonds or shares beyond certain limits they are not stock 
exchange-minded—and indeed are often concerned lest a reduction in their 
borrowing rates should induce their depositors to become direct investors 
in the stock market. 

Hence, there is always some disagreement between the commercial banks 
and the savings banks about the time of a reduction in interest rates on 
deposit accounts. This is the case at the moment: the Bundesbank is 
urging a further reduction in deposit rates in order to bring long-term 
interest rates down further, but it is meeting strong opposition from the 
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savings banks, which argue that the present level of rates on mortgage 
bonds does not yet require a reduction of interest rates on deposit and 
savings accounts. ‘Theoretically, of course, the Bank Supervision Authorities 
could override the opposition of the savings banks and enforce a lower 
deposit rate. Up to now, however, the Bank Supervision Authorities have 
always accepted the vote of the Central Loans Committee if it was unani- 
mous. ‘This Committee is centralized in that all the credit institutions of 
various kinds in the Federal Republic are represented by it, whereas the 
Bank Supervision Authorities are responsible to their respective Ldnder 
and there is thus not much chance of their enforcing their own ideas or 
those of the Bundesbank. 

A continuation of the downward trend of long-term interest rates in 
Germany, which is necessary to encourage substantial exports of long- 
term capital, can thus be achieved only by a further change in general 
market conditions. Savings banks have to find a sufficient volume of 
suitable investments, and if demand for mortgages at the interest rates 
charged at present is falling off they will have to reconsider their attitude 
towards deposit rates. As there is little likelihood of any contraction in 
liquidity in the foreseeable future, such a change might occur more quickly 
than the savings banks appear to realize. 





An Artist’s Sketchbook: No. 64 


BRITISH BANKS IN TOWN AND COUNTRY 


District Bank, Dale Street 


IVERPOOL, in spite of its fogs and its dirt, has much to offer archi- 
[ctu Seen from the Mersey, its huge, towering blocks make a 
dramatic skyline rising from the Royal Liver building on the water- 
front to the modern Gothic Revival cathedral on the hill behind. Here 
are miles of docks—six miles of them in fact—whose names tell clearly the 
period in which they were built: Trafalgar, Albert, Canada, and so on. 
The city has played a prominent part in modern English history, particu- 
larly in the eighteenth and nineteenth centuries when the Lancashire cotton 
trade was growing and in the two world wars when such large quantities of 
supplies from America were landed at its wharves. 

The prosperity of the city began in the eighteenth century and this period 
has left its architectural legacy in such buildings as the Bluecoat School 
and the grey Georgian terraces around Rodney Street. The Victorian 
period produced many of the docks, miles of sombre streets and blackened 
Nonconformist chapels. It also left behind what is possibly the finest 
civic building in the whole of the country, the St. George’s Hall. Many 
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Specially drawn for The Banker 
by Geoffrey S. Fletcher 


correct but insufferably dull buildings in the Greek style were built at this 
time, but the St. George’s Hall is a unique combination of scholarship 
and vitality. 

The District Bank in Dale Street is a very good example of early nine- 
teenth century building. The style of the upper half is Regency, but the 
ground floor is modern. ‘The Regency portion is particularly good, illus- 
trating the considerable talents of the architects who worked in the style 
popularized by Nash. Its elegance is such that it would be perfectly at 
home in Brighton, Cheltenham or Regents Park. Unfortunately, the 
remodelling of the ground floor has resulted in an unharmonious placing 
of the circular-headed windows in relation to those above. ‘The general 
effect, however, is very pleasing and the bank, which is painted in pale 
cream, provides a welcome contrast to the drabness of the rest of the street. 
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London’s Money Brokers 


MECHANICS OF A CITY MARKET | 


Money-broking ts a little known adjunct money brokers, wishes to acknowledge 


of the gilt-edged market that is essential the help they readily extended to him in 
for its smooth functioning.. Mr Roger his gathering of material. This materia! 


Alford, who here presents the first will form part of a book he ts preparing 
detailed account of the activities of the on the London money market.—EDITOR. 


By R. F. G. ALFORD 


HREE firms of City stockbrokers, known as money brokers, 

operate ‘‘ money ’’ departments that act as intermediaries through 

which gilt-edged jobbers can borrow money or stock as they 

require it for their business. ‘The money department is in each 
case a separate branch of the office organization of the firm concerned and 
running it is generally a full-time task for one or more partners. Money 
and stock are borrowed and lent directly between the departments and 
the office organizations of the gilt-edged jobbers and so pass through 
channels that are distinct from those through which stock is bought and 
sold on the floor of the House. 

Gilt-edged jobbers must be prepared to settle a bargain the following 
working day. ‘They are normally prepared to quote prices in £100,000 
nominal of a stock, or more, and to buy and sell freely on this scale; but 
they will do so only because they know that they can, if necessary, borrow 
money or stock through the money brokers and so be certain of meeting 
their commitments. Thus a jobber buying gilt-edged can be certain of 
being able to pay for it upon the following working day, and this guarantees 
to the institutional holders almost immediate cash if they sell gilt-edged. 
This, and the fact that they can normally deal in large amounts without 
trouble, make gilt-edged attractive to institutions. Similarly, a jobber 
selling gilt-edged can, if necessary, borrow the stock through a money 
broker for delivery. ‘The money brokers make such borrowing very much 
easier since the jobbers are enabled to deal with only three firms instead 
of the fifty or so institutions that lend stock. 

The procedure in the two cases may be illustrated by simple examples. 
On the one hand, a jobber who buys and takes on to his book £100,000 
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nominal of a stock at 95 must be prepared to take delivery and pay on the 
following working day. Some time may be required, however, to get the 
transfer signed by the selling client, so that delivery by the broker and 
payment by the jobber may be delayed for some days. On the day on 
which delivery is made, if the jobber’s office does not have the £95,000 
at hand, it borrows it through a money broker, depositing as security the 
stock it receives from the selling broker, together with cover (or margin) 
of 5 per cent by value in stock. ‘This margin has, of course, to be provided 
from the jobber’s own resources. ‘The money broker for his part borrows 
the money from, say, a bank, against the security of the stock deposited 
with him by the jobber. 

On the other hand, a jobber who sells £100,000 nominal of gilt-edged 
stock A at a price of 98 must be prepared to deliver this stock and to receive 
payment for it on the following working day. It may take some time, 
however, for the client to receive the broker’s contract note and to remit 
the money, so that settlement may be delayed for some days. When the 
broker’s office receives the money from the buying client it delivers to the 
jobber’s office the “‘ name” (of the buyer). If the jobber does not have 
the A stock available he contacts a money broker and borrows the £100,000 
nominal of stock, offering as security the money he receives from the buying 
broker.* ‘The money broker for his part will borrow stock A from, say, 
an insurance company, and he may lend the money deposited with him by 
the jobber to, for example, some other jobber who has to pay for stock, 
or perhaps to a discount house, against security and cover in stock B. He 
then deposits this stock B with the insurance company as security and 
cover for the stock A he has borrowed and passed on to the jobber who 
needed it for delivery. 

As and when the jobber’s position is reversed, all these processes are 
reversed; this may occur in one transaction or in a series of transactions 
spread over some time. If on one day a jobber receives delivery of £100,000 
worth of one stock and has also to deliver £100,000 of another stock, the 
money side of the two transactions cancels out and he need only exchange 
stocks, borrowing one stock against security of the other plus cover from 
his own resources. But when this is done through a money broker it is 
for convenience always treated as two distinct transactions of the sort 
described above—the jobber borrowing money against the security of one 
stock and borrowing a different stock against the security of money. 

Because of the varying lag between the actual bargain and its settlement, 
a gilt-edged jobber may at any time be quite a large net borrower of stock 
or money from the money brokers, even though the overall position on his 
book is all square. If he is a net overall bull or bear this will affect his 





* Stock borrowed by money brokers from institutions and lent to gilt-edged jobbers is 
for administrative convenience valued at what are called making-up prices. These are 
decided by the money brokers and are always in round figures based upon the current 
market price; the nearest upper round figure to the market price is taken unless a down- 
ward trend in prices is foreseen, in which case the nearest lower round figure is taken. 
There is a list of making-up prices that is revised for the beginning of each month; if there 
are particularly large changes in market prices the list may be revised during a month. 
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position with the money brokers, but unless the jobber is a substantial bull 
or bear his position with the money brokers is not a reliable guide to the 
state of his book. 

The balance sheet of a money broker overnight might be on the lines 
of the accompanying statement. The liabilities side shows his sources of 
money. ‘The first item, capital, is self-explanatory. Probably only a small 
proportion of the amount shown here is necessary for running the business; 
the rest is money that it is convenient to have available and that can earn 
its keep. Loans from clearing banks comprise three different types of loans: 
(1) Day-to-day money at the basic rates for money brokers, against the 
security of ‘Treasury bills of nominal value equal to the loan; the cover is 


MONEY-BROKING: A TYPICAL BALANCE SHEET 
({, thousands) 





LIABILITIES ASSETS 
Capital .. - 500 Cash at banks .. ‘i 100 
Loans from cle: aring banks .. 1,500 Treasury bills .. 4 1,000 
Loans from other banks - 3,000 Loans to jobbers i 7,400 
Other loans aa 2,000 {Loans to discount houses 1,500 
Loans as security from jobbers rs 
borrowing stock ss 7 3,000 

10,000 10,000 

Stock borrowed es - 3,000 Stock lent to jobbers... 3,000 


1 per cent either in stock valued at market price or in Treasury bills at 
nominal value. ‘This money is often termed good money because although 
nominally at call it is in fact very rarely called, and is at relatively favourable 
rates. Good money in effect has to go straight into Treasury bills and is 
therefore not available for lending to jobbers; but it maintains the money 
broker’s connection with the clearing banks. (2) Night (or overnight) money 
at market rates, most of it against the security of stock. This money is 
borrowed at call in the ordinary course of business; unlike good money it 
has a considerable turnover. (3) Privilege money automatically available 
up to a certain amount at basic rates against Treasury bills (and perhaps 
some at higher rates against stock); this money is automatically returned 
the next morning. 








Authorised Capital .. Pak. Rs. 6,00,00,000 


: Issued and Subscribed.. Pak. Rs. 6,00,00,000 
National Paid-up Pak. Rs. 1,50,00,000 
Reserve Fund G1. 12. 58) Pak. Rs. 1,35,00,000 
Deposits (31.12.58) .. Pak. Rs. 67,50,00,000 


With 109 branches and sub-branches throughout 
Pakistan and foreign branches at Calcutta 
YD ky (India), D’ Jeddah (Saudi Arabia) and Baghdad 
a | § a n (Iraq) the Bank is well equipped to transact 
Banking business of every description for 


(Incorporated under the National those at present tr ading or intending to trade 
Bank of Pakistan Ordinance with these countries. 


No. XIX of 1949, and sponsored 

by the Government of Pakistan. Your inquiries will be welcomed by the London 
The liability of members is Manager at 

limited.) ° 


ESTABLISHED 1949 20 Eastcheap, London, E.C.3 
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Loans from other banks come from the Scottish banks, merchant banks, 
Commonwealth banks and others, and are much the same as the night 
money discussed above. Other loans consist of money lent by commercial 
and industrial firms, usually firms having connections with the stock- 
broking side of the business. ‘The money brokers are not bound in any 
way over the rates they can offer to non-bank lenders, and they can there- 
fore give better terms than the clearing banks and discount houses, which 
are bound by the deposit rate agreement.* This item includes money 
available overnight from the stockbroking side of the business. Loans as 
security from jobbers borrowing stock have already been explained. 

On the assets side, cash at banks is shown as being only £100,000 since 
a money broker, like a discount house, will have no usable cash in his bank 
accounts overnight and each account will contain only an agreed minimum 
balance. Since virtually all the money borrowed by a money broker 
requires the deposit of security with the lender, the remaining items on the 
assets side of the balance sheet must give rise to security acceptable to 
lenders. Money brokers often run what is in effect a separate small Treasury 
bill business. They have the right to tender for Treasury bills and usually 
do so, but the scale on which they try to hold Treasury bills will depend 
largely upon their judgment of the future course of Treasury bill and 
money rates. If they miss the bills at the tender, or get less than they 
need for their specific requirements, they may buy bills issued that day 
from discount houses or other tenderers. A money broker’s holding of 
Treasury bills will, however, in practice usually be sufficient to cover the 
whole of his specific Treasury bill requirements: as security for good money 
from the clearing banks, and as security for privilege money at basic rates 
from the clearing banks, should it be required. Loans to jobbers were 
explained above; all these loans are against the security of stock. Loans to 
discount houses are probably all at call and against the security of Treasury 
bills or short-dated stock. Some of the loans may be explicitly against 
Treasury bill security (bill money), and this makes available to the money 
broker further Treasury bill security which can, if necessary, be passed on 
as security against privilege money from clearing banks at basic rates. 

Finally on the balance sheet are the offsetting contingent items stock 
borrowed and stock lent to jobbers; the way in which these items arise has 
already been explained. A money broker has two sources of stock: first, 
and most important, certain amounts of each of a number of stocks are 
.aade automatically available to him by insurance companies and other 
institutions; second, stock can be borrowed from institutions that will not 
make it automatically available. Each money broker can expect to have 
an exclusive connection with the institutions that make stock automatically 
available to him, and the scale of this stock is an important factor in deter- 
mining the size of his business; but the money brokers have to compete 





* The clearing banks and the discount houses agree that the clearing banks shall not pay 
more than 2 per cent under Bank rate for deposits at seven days’ notice, and that the dis- 
count houses shall not pay non-bank lenders more than 2 per cent under Bank rate for 
money at call or more than 1}? per cent under Bank rate for money at seven days’ notice. 
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with each other for the other stock. ‘The institutions that lend stock to 
money brokers make it available in the form of balances in Jobbers’ 
Accounts at the Bank of England. ‘These accounts are like ordinary bank 
accounts except that they show balances in stock instead of money, and 
there is a separate account for each individual stock. All gilt-edged jobbers 
have these accounts and, despite the name, so do the discount houses (for 
short bonds) and some clearing banks. ‘The institutions are able to make 
stock available through these Jobbers’ Account facilities by holding it in the 
name of a nominee of a clearing bank that has a Jobbers’ Account. 


Daily Operations: Stock 


Overnight the gilt-edged jobbers deposit with the money brokers as 
security the stock they have paid for with money borrowed from the money 
brokers, together with cover; the money brokers in turn deposit this security 
and cover with the institutions that have lent them money or stock. This 
security and cover is in the form of certifiable balance tickets (also known 
as ‘“X”’ account certificates), showing that a certain amount of a par- 
ticular stock stands in the Jobbers’ Account of a particular jobber. Each 
morning the tickets are recovered from these institutions by the money 
brokers, generally against the deposit of temporary cheques as security, and 
passed back to the jobbers without security. The jobbers have to return 
all these tickets to the Bank of England and agree the balances in their 
Jobbers’ Accounts by 10.30 a.m. 

During the morning jobbers will be receiving from the selling brokers 
stock that they must now pay for and from the buying brokers ‘‘ names ”’ 
in which they must deliver appropriate amounts of the various stocks for 
which they will now receive payment. ‘To marry up his stock position as 
far as possible a jobber will ring round the brokers’ offices to find out what 
further stock will be delivered and what further names will be passed that 
morning. As the stock position emerges during the morning the jobber’s 
office will ring up a money broker and borrow any stock of which it knows 
it will be short.* ‘This stock (and the stock delivered by selling brokers) 





* Besides borrowing stock through money brokers, jobbers do a certain amount of bor- 
rowing and lending among themselves, although this means disclosing a book position to 
a competitor. Some jobbers also borrow stock direct from their own bankers. 
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must be put into a Jobbers’ Account by 11.30 a.m. if it is to be available for 
delivery to a buyer that day. The jobber’s office must therefore complete 
its borrowing of stock from the money brokers by about 11.15 a.m. This 
gives the money brokers time to ring round the lenders of stock if they do 
not have automatically available any of the stock required. When a money 
broker borrows stock, temporary security is usually deposited with the 
lender (with the clearing bank concerned in the case of stock automatically 
available) in the form of temporary cheques or Treasury bills. 

Jobbers will also be returning during the morning stock borrowed 
previously from money brokers, which they have now received from selling 
brokers and find to be in excess of the day’s delivery requirements. This 
is generally completed by 12 o’clock or shortly after. In the case of a 
selling broker delivering stock to a jobber or a jobber returning borrowed 
stock to a money broker, this gives time for the stock to be put into the 
Jobbers’ Account of the jobber, or the lender, before these accounts close 
at 1.45 p.m. For a jobber receiving delivery of stock it means that he can 
draw certifiable balance tickets against the stock, which he can then use as 
security for the money he may need to borrow from a money broker in 
order to pay for it. Certifiable balance tickets have to be applied for by 
1.45 p.m. and are issued by 2.45 p.m.* 


Daily Operations: Money 


A money broker will have to return first thing any privilege money that 
was taken on the previous day and any money from the stockbroking side 
of the business that was available only overnight. ‘There may also be 
Treasury bills to be taken up and paid for and perhaps Treasury bills 
maturing. During the morning in some cases a representative from the 
money broker may visit the main lenders of money, who will then call in 
money if they need it. Those lenders who are not visited will call in any 
money they require by telephone. These money transactions will be 
completed before midday. 

Since the jobbers’ offices will have completed any borrowing of stock 
from the money brokers by about 11.15 a.m. and returned any previously 
borrowed stock by about midday, the money brokers know by midday 
what money they will receive as security against stock borrowed and what 
money security they will have to pay out against returned stock. Delivery 
of stock by selling brokers, however, can go on until 1.15 p.m. and there 
may also be some late passing of “‘ names ’’, so that jobbers’ offices also 
may be delivering stock to buying brokers up tothistime. Thus the jobbers’ 
offices will not know finally what balance they will need to borrow from 
the money nmemel until after 1.15 p.m. However, the large jobbers 





* » Nently all the times quoted here, and in what follows, are based upon the time limits 
for certain transactions laid down by custom or by such bodies as the Bank of England, 
the Committee of the London Stock Exchange and the Committee of London Clearing 
Bankers. But when the pressure of business is heavy, some of these time limits simply 
cannot be adhered to and in order to get the business done they are in practice considerably 
overstepped. 

t Giit-edged jobbers also borrow money direct from their clearing banks. 
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estimate their positions shortly after midday and let the money brokers 
know their estimated requirements by about 12.15 p.m. ‘The general rule 
in the money market is that calling in of money must be done by midday. 
But the discount houses recognize that the money brokers will not be able 
to estimate their own positions at all closely until after that time, and in 
order to avoid unnecessary calling before midday, they allow the money 
brokers to call money up to 12.30 p.m. In order to relieve the pressure 
of business between midday and 1 p.m. the small jobbers’ offices do not tell 
the money brokers their money requirements until after 2 p.m., when they 
will know their positions definitely. ‘The money brokers therefore do their 
final calling from discount houses between 12.15 and 12.30 p.m., in the 
light of their own known money positions, the big jobbers’ estimates of 
their money positions, and the money brokers’ own estimates of the money 
requirements of the smaller jobbers. 

During the morning the money brokers can always expect some calling 
of money by lending institutions, which will tend to make them short. 
But what the jobbers do depends upon their delivery position, which in 
turn is influenced by any changes in their bull or bear positions. If the 
jobbers are increasing their overall bull position they will be short of money 
to pay for the stock, and will be borrowing from the money brokers. 
Similarly, if they are running down their overall bear position, they will be 
returning stock previously borrowed and the money brokers will have to 
return the money security. In both cases the changes in the jobbers’ 
positions will make the money brokers short. On the other hand, if the 
jobbers are running down their overall bull position or extending a bear 
position their operations will make money available to the money brokers 
and may cause them to have a surplus of money. 


Balancing the Book 


To a considerable extent these changes in the money position arising 
from the operations of the jobbers can be foreseen by the money brokers. 
After the stock exchange closes at 3.30 p.m. the jobbers will usually have 
a good idea of what they will be wanting to do with the money brokers the 
following day. ‘This is because the lags in settlement that add an element 
of uncertainty to the jobber’s delivery position on any day occur in the 
smaller bargains done by brokers on behalf of private clients or on behalf 
of institutions outside London. ‘The large bargains (for example, for 
over £250,000 nominal of stock) will be almost entirely for institutions in 
London and such bargains are expected to be settled on the following day.* 
After hours, therefore, the jobbers will know the greater part of their next 
day’s delivery position, and a money broker often sends a representative 
to the main jobbers’ offices to find out what is likely to happen on the 
following day. Such visits are also made during the morning to get some idea 
of the jobbers’ positions before the first firm indications emerge after midday. 





* If settlement of a large bargain will be delaved the jobber expects to be told at the 
time the deal is done, and in such a case he might make some adjustment in the price to 
take account of any likely cost to himself of the delay. 
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When he has some idea of the day’s position a money broker can begin 
taking action to balance his book. All money transactions are entered in 
a day book or waste book, all payments received on one side and all pay- 
ments out on the other. A money broker will have no usable cash in his 
clearing bank accounts overnight—only agreed minimum balances which he 
cannot draw upon. All payments by a money broker are therefore made 
by cheques drawn on bank accounts that do not contain funds to meet 
them; but the payments received will be in the form of cheques that will 
be met by their drawers’ banks in the afternoon town clearing and will 
therefore put the money broker’s accounts in funds to meet the cheques 
he has drawn during the day. Balancing the book simply means making 
the two sides of the day book equal, so that in the afternoon clearing enough 
money (but no more) will be paid into the money broker’s accounts to meet 
all the cheques he has drawn. Since all lending of money is done against 
security and cover, a shortage of money must mean an equivalent surplus 
of security and cover, and, as he can borrow against it, this surplus of 
security and cover provides the money broker with the means of meeting 
the shortage of money. Similarly, a surplus of money means an equivalent 
shortage of security and cover, and this shortage can be met by returning 
loans, thus releasing security and cover, or by lending the money out against 
security and cover. 

If first thing in the morning a money broker has a good idea of what his 
money position is likely to be, he will begin early on to take any necessary 
action to balance his book. If he foresees a shortage he may agree to con- 
tinue outstanding loans at higher rates te avoid losing the money; he may 
at the same time try to get further loans, and he will call in some of his 
loans to discount houses. If he foresees a surplus he will pay off some 
loans and perhaps try to continue others at lower rates. ‘The most active 
time for money is always between 1.45 and 3 p.m., when the banks close.* 
During this period the money broker will be dealing with the money 
requirements of the smaller jobbers’ ofhces, making adjustments with the big 
ones and bringing his own book into final balance. If he is “‘ over”’ in 
money, he will lend the surplus out to discount houses. If he is short he 
will telephone round the banks bidding for money. Cheques are being 
paid into these banks during the afternoon that will be cleared that same 
afternoon. As these cheques come in the banks will lend out at call any 
money in excess of their requirements. Hence a money broker who is 
short keeps ringing round these banks, trying to get the money as it comes 
in. He has to compete with the other money brokers, the discount houses 
and some other institutions for this money through the rate he offers, and 
rates move freely. Finally, he may be able to take privilege money from 
one or more clearing banks. 

What happens if the lending institutions are unable to lend a money 
broker all the money he requires, so that even with his privilege money he 


* Money may still be changing hands several minutes after 3 p.m., but there must be 
time for cheques to be paid into clearing banks and go into the afternoon clearing which 
ends at 3.40 p.m. 
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is still short? Some money brokers, but not all, have facilities at the Chief 
Cashier’s Office of the Bank of England similar to the facilities that dis- 
count houses have at the Discount Office, and this is their final safe- 
guard ensuring that they can always get the money they require. These 
facilities, however, have been used so infrequently since 1946 that it is 
clear that the money brokers can virtually always rely upon the market to 
meet all their needs; but obviously a money broker without such facilities 
at the Bank of England must on occasions be rather cautious. 

When a money broker has balanced his book, his security and cover 
position will also be in balance; but there remains the final delivery of 
security and cover. Before 2.45 p.m. the jobbers will draw certifiable 
balance tickets against the stock in their Jobbers’ Accounts at the Bank of 
England for the amount of security and cover that they now owe the money 
brokers, and deliver these tickets to them. The money brokers in turn 
deliver this security and cover to the lenders of money and recover the 
temporary cheques and any ‘Treasury bills that were deposited against the 
release of stock that morning; this delivery of stock security and cover may 
not be completed until 3.30 p.m. or later. 


Method of Charging 


A money broker gets a gross profit margin from the difference between 
the rate that a gilt-edged jobber pays for the money he borrows and the 
lower rate that he himself pays for money. A money broker pays a rate to 
a jobber borrowing stock on the money he (the jobber) puts in as security 
against this stock and lends this money at a higher rate. From the difference 
between the two rates he pays a rate to the lender of the stock, leaving 
himself with a gross profit margin. Where a jobber’s borrowing of money 
is offset by money lent as security for borrowed stock he ts in effect exchang- 
ing stock through a money broker; in this case the jobber receives the 
same rate as above on the money he lends as security for stock borrowed, 
but if he is a large borrower he may pay a lower rate than above on the 
money he borrows. ‘The money broker receives this margin for exchanging 
stocks for the jobber, and out of it he pays a rate to the lender of the stock. 
The rate charged to a jobber borrowing money is linked to Bank rate, as 
is the rate on money security paid to a jobber borrowing stock; but in the 
latter case the rate varies also with the type of stock, short bonds, which 
are generally easy to borrow, receiving a higher rate than mediums and 
longs, and municipal and Commonwealth Government stocks receiving a 
lower rate. Interest charges are settled monthly. 

The requirement that a jobber must put in 5 per cent cover on his money 
borrowing means that the limit to the size of his borrowing is twenty times 
his own capital resources. A jobber could therefore run a total true bull 
position approaching twenty times his own capital (allowing for some bor- 
rowing to meet delays in settlement). It seems unlikely, however, that 
jobbers go very near this limit; but so long as a jobber has a bull position 
greater than he can finance directly by his own capital, the gearing up of 
the relationship between his capital and his bull position means that the 
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effects of price changes on his capital resources are also geared up. If 
prices move favourably his gains are proportionately greater, and if they 
move unfavourably his losses are proportionately greater. 

The effect of price changes upon a jobber’s capital depends almost entirely 
upon the relationship between his capital resources and his net bull position 
(his total bull position /ess his total bear position). An important function 
of the money brokers is to allow jobbers to take up a bear position in some 
stocks to offset a bull position in others, thus reducing the gearing between 
changes in prices and the effects upon their capital. ‘This makes it possible 
for a jobber to deal actively but to aim also at a zero net bull or bear position, 
in which price changes do not have any geared-up effect upon his capital. 
But these same facilities can also be used to run a net bear position* in 
which, as in the case of a net bull position, changes in prices cause more 
than proportional gains and losses. 


Bull and Bear Positions 


The balance sheet of a money broker is to a large extent determined by 
the gilt-edged jobbers’ delivery positions, which in turn are determined by 
the jobbers’ scale of turnover, the pattern of that turnover (which deter- 
mines the extent to which they exchange stocks through the money brokers), 
the lags in settlement, and the net positions of the jobbers’ books. Changes 
in the scale and pattern of turnover and variation in settlement lags can 
cause the jobbers’ delivery positions to fluctuate considerably, but the 
really large fluctuations are due to changes in the net positions of the jobbers’ 
books. If the specimen balance sheet given on page 382 were repre- 
sentative of the position of all the money brokers, it could be interpreted 
as showing that the jobbers had a small net bull position. If they were to 
run a larger bull position, money brokers’ loans to jobbers would rise and 
this rise would be met first by calling in loans to discount houses, and then 
by borrowing from the clearing banks and other banks. In these circum- 
stances the money brokers will be taking more of the short loans available 
in the money market than they were before; but through the jobbers this 
money will have passed into the hands of the sellers of the stock. If these 
sellers are institutions this money will come back to the market by being 
lent at call, or by being used to buy Treasury bills; otherwise the money 
will be held as balances at banks, and the banks will return it to the market 
by the same two routes. If, on the other hand, the jobbers were to run 
a large net bear position the stock borrowed by money brokers and lent to 
jobbers would rise, and so would the money put in as security by jobbers 
borrowing stock. This rise in loans from jobbers would be met partly by 
the money brokers running down loans from banks and partly by increasing 
their loans to discount houses. In this case the money brokers are returning 
to the market money previously withdrawn by institutions calling in loans 
to discount houses to pay for stock they have bought, or by banks calling 
in loans as institutions run down their bank balances to pay for stock. 





* It may be noted that since a jobber does not have to put in any cover against stock 
borrowed, there is theoretically no limit to the size of the bear position he can run. 
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AMERICAN REVIEW 





USINESS news was again ex- 

tremely good last month. ‘The 

Federal Reserve Board’s index 
of production (based on 1947-49) rose 
a further two points in April to reach 
an all-time peak of 149—18 per cent 
higher than the recession trough of 
126 touched twelve months earlier. 
Employment, in mid-April, had risen 
by almost 1,200,000 to reach the highest 
figure on record for that month at 65 
millions and the unemployment total 
fell by no less than 735,000 to 3.6 
millions, a decline of 1.5 millions on 
ihe year and to the lowest level since 
the end of 1957. As a percentage of 
the labour force, the adjusted unem- 
ployment rate had then declined to 5.3 
against a 1958 peak of 7.6. (The 
average monthly level for the three 
years 1955-57 was 3.3 per cent.) 

Durable goods production accounted 
for the largest gains in April and there 
were encouraging reports from key in- 
dustries such as steel, motor cars and, 
especially, construction, which was 
spurred on by record residential build- 
ing. Housing “ starts’’ achieved the 
exceptional rate (on a_ seasonally - 
adjusted annual basis) of 1.4 million 
units. If this rate were maintained 
the level of constructional activity in 
1959 would be well in excess of the 
1955 peak. Most official comments on 
the general industrial scene continue 
confidently to predict that the uptrend 
of the economy will continue. 

This confidence has been echoed by 
Wall Street, which again established 
new peaks for equity stocks; the Dow 
Jones Industrial Average reached 637 
in the middle of last month. The 
modest tightening of credit regulation 


in the securities markets announced by 
the Federal Reserve Board caused only 
a minor reaction. The principal changes 
in the Fed’s regulations put new restric- 
tions on transactions in stock purchased 
when cash margin requirements were 
lower than the current 90 per cent, but 
leave the margin itself unchanged. 

For the bond market, however, the 
story was naturally quite different. 
Here, the eager demand for new funds 
was reflected in the prime loan rate for 
commercial banks which was generally 
raised by 4 per cent to 44 per cent— 
the first increase since last September 
—and in the continued retreat of 
Treasury bonds to new low levels. By 
mid-May, three-to-ten-year ‘Treasury 
maturities were all offering yields 
higher than the 4} per cent limit that 
the Treasury is permitted, under cur- 
rent legislation, for new marketable 
bonds. An approach by the Adminis- 
tration to Congress for a “‘ higher rate 
ceiling ’’ might well seem to be an 
urgent matter. Congress, however, has 
so far shown little disposition to follow 
the unofficial approaches that have so 
far been made and there is a belief 
that the ‘Treasury may now defer the 
matter for this session. 


Discount Rate Raised 


While commercial bank loans did not 
increase markedly to mid-May, the 
small gain recorded to then contrasted 
sharply with the decline of about $2,000 
millions registered in the comparable 
period of 1958. With business activity 
still rising, and consumers showing a 
greater disposition to extend credit 
commitments (the adjusted rise in con- 
sumer debt was $1,000 millions in 
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January-March, the largest since 1955), 
the rise in the prime loan rate itself 
was less surprising than the fact that 
the Reserve Board delayed its expected 
increase in the discount rate from the 
3 per cent level established in March 
until the end of the month. 

Refinancing problems (the May cash 
and refunding issues were confined to 
bills and one-year certificates), the 
‘legal curb’”’ on new issue rates and 
the recent high level of unemployment, 
all, no doubt, contributed to this 
official ‘‘ neutralism’’. ‘The Reserve 
Board, however, has maintained, though 
it has not recently increased, its pressure 
on the reserve positions of the com- 
mercial banks. 


The Administration is now clearly 
preoccupied with the threat of a steel 
strike in July when the present wage 
contract runs out. So far, the em- 
ployers and the unions seem to be 
widely separated, with official Wash- 
ington showing concern more over the 
possible inflationary implications of any 
‘ generous ”’ settlement than over tem- 
porary damage brought by closure of 
mills. Last month the vigorous buying 
of steel by industry reflected a prevail- 
ing view that a shut-down was likely. 
The terms of any settlement are 
awaited anxiously by those who believe 
that any fresh mark-up in steel prices 
is likely to spark off a new round of 
inflation. 





American Economic Indicators 





1958 1959 
1956 1957 1958 -—— —— 
De Feb Mar Apr 
Production and Business: 

*T ndustrial production (1947-49 eg 143 143 134 142 145 147 149 

*Gross private investment (billion $). 65.9 64.4 54.4 — 70.2 - —- 

*New plant and equipment (billion $). rie 37.0 305 — 31.22 — 32.0 

*Construction (billion $) , 46.1 47.3 49.0 53.7 54.4 54.5 53. 9 
Housing starts (000 units) 93.2 86.8 100.8 91.0 89.0 120.0 137.0 

*Business sales (billion $) 54.8 56.3 54.0 57.4 58.1 59.1 — 

*Business stocks (billion $) 89.1 90.7 85.2 85.2 85.9 86.3 — 
Merchandise exports (million $) 1,591 1,738 1,448 1,514 1,280 1,456 — 
Merchandise imports (million $) 1,051 1,082 1,069 1,253 1,118 1,301 — 

Employment and Wages: 

*Non-farm emp!oyment (million) i 51.9 §2.2 50.5 50.8 51.1 51.4 51.8 
Unemployment (000s). . .. 2,822 2,936 4,681 4,108 4,749 4,362 3,627 
Unemployment as % !abour force .. 4.2 4.3 6.8 6.0 7.0 6.4 5.3 
Hourly earnings (mfg) (3) és 1.98 2.07 2.13 2.19 2.20 2.22 2.23 
Weekly earnings (mfg) ($)_.. . 79.99 82.39 83.71 88.26 88.00 89.24 89.87 

Prices: . 
Moody commodity (1931 = 100) i pe pe pe 389 «=383)0=— 392) 389 
Farm products (1947-49 = 100) 88.4 90.9 94.9 90.7 91.1 90.9 92.4 
Industrial (1947-49 =100) on 112.2 125.6 126.0 127.2 127.8 128.1 128.3 
Consumers’ index (1947-49 = 100) 116.2 120.2 123.5 123.7 123.7 123.7 — 
Credit and Finance: 
Bank loans (billion $).. ov 90.3 93.9 98.0 98.0 97.9 99,2 101.1 
Bank investments (billion $) .. 74.8 76.2 86.6 86.6 86.0 83.8 84.5 
Bank loans (partial) (billion $) 31.3 31.8 30.8 31.4 29.7 30.6 30.6 
Consumer credit (billion $) 42.0 44.8 45.1 45.1 44.1 44.2 — 
Treasury bill rate (%).. 2.66 3.27 1.83 2.81 2.71 2.85 2.96 
US Govt Bonds rate (°%) 3.98 3.47 3.43 3.80 3.92 3.92 4.01 
Money supply (billion $) 226.4 232.3 247.5 247.5 242.6 242.1 245.6 
Federal cash budget (+ or —) (mill $) 5,524 +-1,194 -7,288 -7,133 -107 
1,94 


22,781 21,525 20,534 20,474 20, 442 20, 330 


credit show amounts outstanding at the end 


US Treasury gold stock (mill $) oe | 


Notes.—Starred items are _ seasonally 


adjusted. Latest figures are preliminary’ of the period. Moody’s commodity index 
or estimated. Yearly figures are given for shows high and low 1956-58, and end- 
private investment and equipment for month levels. Weekly bank loans are derived 


from partial returns only. Budget figures 
are cash totals. Quarterly figures are 
throughout shown in the middle month of 
the quarter. 
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1956-58 and then quarterly figures at annual 
rates. Construction figures show monthly 
averages 1956-58. Business sales and stocks, 
money supply, bank loans and consumer 
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_ finance is the very life-blood of a prospering Nation and 

if you contemplate a visit to Australia, or have business interests 
there, you will find that The Commercial Banking Company of 
Sydney can advise you on all financial matters. With more than 

400 branches throughout Australia The Commercial Banking Company 
of Sydney can facilitate trade, and the latest information is always 
available to you for commercial and industrial projects or expansion. 
If you are emigrating, The Commercial Banking Company of Sydney 
and its subsidiary The C.B.C. Savings Bank Ltd., will again 

take good care of your interests. Please write and we shall 


be glad to send you further details. 


—tn 1956 a contest was organised for a Nattonal 
Opera House and the winning design aroused one of the 
stormiest controversies tn the history of architecture. 
Designed by Joern Utzon of Denmark, this remarkable 
building is symbolic of both the enterprise of 

Australia and its ever-widening cultural horizons. 


* 
SYDNEY 


ASSETS OVER £A2006,000,000 


OF SYDNEY 


LIMITED 





LONDON OFFICE: 27/32 Old Jewry «+ London « E.C.2 
WEST END BRANCH: 49/50 Berkeley Street + London «+ W.1 
HEAD OFFICE: Sydney + New South Wates 
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INTERNATIONAL 
REVIEW 





ARGENTINA 


Trade Surplus—T rade returns for the 
first two months of the year reveal 
a surplus of exports over imports of 
$67 millions. ‘This compares with a 
deficit of some $40 millions in the corre- 
sponding period of 1958. ‘The improve- 
ment is due in part to the boost given 
to exports of grain, wool and other com- 
modities by the devaluation of the peso 
at the end of 1958. But the main factor 
was the sharp contraction in imports 
caused partly by the change in the value 
of the peso and partly by the intro- 
duction of stringent prior deposit re- 
quirements for many classes of goods. 
Cost-of-Living Rises—While the stabi- 
lization programme is achieving good 
results in the overseas trade field, it is 
progressing less favourably internally. 
In the first three months of the year 
there was a rise of some 40 per cent in 
the cost of living. ‘The active note cir- 
culation rose steeply as the Government 
was forced to resort to note printing to 
cover the deficit in its accounts. ‘l‘here 
was also a considerable rise in the 
volume of bank money and a sharp fall 
in the free market value of the peso. 


AUSTRALIA 


Steadier Prices— I'he cost of living has 
steadied again after a sudden upsurge 
in the final quarter of 1958. In the 
first quarter of 1959 there was an in- 
increase of barely } per cent in the index. 
US and Commodities—Mr McEwen, 
the Trade Minister, has complained that 
American commodity disposal practices 
and restrictive policies have placed un- 
paralleled obstructions in the way of 
Australia’s ability to sell her primary 
products. He added that the country’s 


future development could not proceed 
without guarantees that it would be able 
to earn sufficient foreign exchange. The 
Minister made these criticisms of the 
United States while reporting to Parlia- 
ment on his recent visit to Washington 
to discuss American export policies. 

Mount Isa Scheme—The Federal 
Prime Minister, Mr Menzies, left Aus- 
tralia at the end of April for a two 
months’ world tour during which he 
will visit the United States, Canada and 
Britain. One of his main assignments is 


to complete negotiations in Washington 
for a World Bank loan to finance part 
of the cost of the £A30 millions recon- 
Mount 


struction project on the Isa- 
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Townsville Railway. The reconstruction 
of the railway is considered essential to 
the success of the major development 
scheme being undertaken at the Mount 
Isa copper mines, a scheme that could 
make a substantial contribution to the 
country’s balance of payments. 

Gold Mining Subsidy.—The Federal 
‘Treasurer, Mr Holt, has announced that 
subsidies to gold-mining concerns will 
be increased by about 20 per cent when 
present arrangements come to an end 
in June. 


AUSTRIA 


Bank Rate Cut-—Bank rate was reduced 
from 5 per cent to 44 per cent in the 
second half of April. ‘This was the first 
change since the rate was raised from 
34 per cent in 1955 to counter the 
growth of inflationary pressures. 


BELGIUM 


New York Issue—The Government 
has raised US $22 millions by an issue 
of 15-year bonds on the New York 
market through the houses of Morgan 
Stanley and Smith and Barney. ‘The 
stock carries a rate of interest of 6 per 
cent, which will drop to 5} per cent if 


the original subscriber passes the bonds 
on to another investor. ‘This provision 
has been made to discourage purchases 
of the bonds by Belgian investors looking 
for a dollar security. 


World Bank Loan—Early in May the 
World Bank made a Belgian franc bond 
issue designed to raise the equivalent 
of $10 millions. ‘The loan was in the 
form of 5 per cent bonds of 5,000 
Belgian francs issued at par. It is 
redeemable between 1964 and 1969. 


BRITISH GUIANA 


World Bank Loan—A loan is to be 
made by the World Bank to assist the 
implementation of the country’s five-year 
capital development programme. ‘This 
follows a recent study by the Bank. 


CANADA 


Government Optimism—The Prime 
Minister, Mr Diefenbaker, has declared 
that Canada has made a _ remarkable 
recovery from last year’s recession and 
forecast new records this year. ‘The 
soft spot in the economy during the 
first three months of the year was its 
foreign trade, but Canada was well on 
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the way to recovering markets that had 
been lost over the years. 

Balanced Budget Hopes—The Bank 
of Montreal, in its monthly review for 
April, suggests that the Government’s 
budgetary deficit may well be largely 
eliminated by April, 1960. It points 
out that revenues are likely to mount 
steadily during the course of the next 
twelve months, reflecting not only the 
full effectiveness of the tax increases 
made in this year’s Budget but also the 
expectation that the rate of Canadian 
business activity will continue to rise. 
Export Finance—Sponsors of the pro- 
posed private export finance corporation 
put their case for such an institution 
before the Senate Banking Committee 
at the end of April. ‘They argued that 
Canadian exporters are at present 
severely handicapped by the lack of 
facilities for obtaining long-term credit 
or accepting payment in non-dollar cur- 
rencies. They added that the Canadian 
chartered banks had given every en- 
couragement to the sponsors of the 
corporation. 

Trust Incorporation—A new invest- 
ment trust, Transatlantic Fund, has been 
incorporated in Canada to _ provide 
American investors with a means of 
undertaking diversified investment in 
Europe and the Commonwealth. ‘The 
trust is sponsored by the London mer- 
chant banking house of Kleinwort, Sons 
and Co, which will be investment ad- 
visers to the fund on European matters. 
About half the fund’s resources will be 
employed in common market countries 
and the other half in Britain and the 
Commonwealth. Some $5 millions of 
the trust’s shares are initially being 
placed privately, mostly with US in- 
vestors. 


CENTRAL AFRICAN 
FEDERATION 


New Development Body — The 
Federal Finance Minister has annouced 
that an agreement has been concluded 
between the central bank and the UK 
Commonwealth Development Finance 
Company to set up an Industrial De- 
velopment Corporation. ‘The new body 
will be a public company incorporated 
in the Federation with a capital of £1 
million sterling and considerable bor- 
rowing powers. ‘The two sponsors will 
provide part of the capital and en- 
courage friends of the Federation within 
the country and in London to subscribe 
the balance. ‘The new corporation is 


intended to play a leading part in bring- 
ing about the diversification of produc- 
tion in the Federation that will be made 
possible by the advent of plentiful cheap 
power from the Kariba Dam. 


EUROPE 


ECSC in 1958—The annual report for 
1958 of the High Authority of the 
European Coal and Steel Community 
shows a fall in income, a rise in expendi- 
ture and a heavy loss on the devaluation 
of the French franc. At the close of the 
year, the organization still possessed, 
however, cash assets to the value of 
nearly $150 millions. 

Economic Outlook—Lord Gosford, 
leader of the United Kingdom dele- 
gation at the annual conference of 
the Economic Commission for Europe 
held in Geneva at the end of April, 
expressed the conviction that in a year’s 
time the Commission would be able to 
look back on a year of steady and sound 
economic expansion. The trend of Euro- 
pean output was now upwards. He said 
that the British Government was aware 
that it shared with the large industrial 
countries of western Europe responsi- 
bility for giving a lead in the re-expan- 
sion of the continent’s economy. 


FRANCE 


Bank Rate Cut—Bank rate was reduced 
from 4} per cent to 4 per cent in the 
last week of April. This, the third 
reduction in six months, brings the rate 
to 1 per cent below the 1958 peak. 
The adjustment is a further manifesta- 
tion of the Government’s decision to 
make a cautious change to a policy of 
economic expansion following the im- 
provement in the balance of payments. 
Banks Reimbursed—The Bank of 
France announced early in May that it 
had repaid sums owing to French com- 
mercial banks in respect of last year’s 
‘* ratissage ’’ operations. Altogether the 
equivalent of US $340 millions has had 
to be allocated for this purpose since 
the beginning of the year. 
Simplification Hope—The Minister 
of State for Finance has expressed the 
view that the so-called parallel market 
for foreign currency may disappear in 
the near future. This will be the result 
of the strengthening of the franc. But 
he added that no Government measures 
to bring about the demise of the market 
were contemplated. 

Tax Recommendation—The com- 
mittee set up in February to study the 
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reform of the tax structure has recom- 
mended a reduction in income tax in 
1960. This would be achieved, however, 
without any drastic changes in the fiscal 
system. 


GERMANY 


Anglo-German Liaison Plea—At a 
press conference held during his visit 
to Western Germany in the last week 
of April, the President of the Board of 
Trade, Sir David Eccles, made a plea 
for Anglo-German co-operation on de- 
velopment projects in the British Com- 
monwealth. ‘* A consortium in which 
money, resources and know-how are 
pooled makes sense ’’, he declared. He 
suggested that, while it would be im- 
possible for the Export Credits Guarantee 
Department to provide insurance cover 
for German companies working in an 
Anglo-German consortium, there was 
no reason why the ECGD should not 
arrange with the German Hermes Export 
Credit organization to provide joint 
cover in such circumstances. 

Import Liberalization — Professor 
Erhard, the Minister for Economic 
Affairs, revealed at the end of April 
that Germany would announce further 








liberalization of imports at the forth- 
coming GAT’ meeting. Where it 
appeared impossible to dispense with 
import controls for internal reasons, the 
Government would seek agreed solu- 
tions within GATT rules. ‘The German 
policy of maintaining fairly severe re- 
strictions on imports of agricultural 
products has ‘attracted strong criticism 
within GATT. 

Loan Redemption — ‘The German 
Potash Loan, the final maturity date of 
which is not until 1973, is to be re- 
deemed during June at a cost of some 
£8} millions. 

Short-term Deficit—'The Bundesbank 
has reported that private investors made 
purchases of foreign securities to the 
value of approximately {£31 millions in 
the first quarter of 1959. In short-term 
payments transactions Germany had a 
deficit of £255 millions in the period, 
due to advance payments on purchases 
of foreign arms and money market 
operations by the banks. 


GHANA 


Volta Survey—The Government has 
asked the UN Special Fund for Eco- 
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nomic Development for its assistance 
in seeing whether the Volta River plain 
is suitable for large-scale growing of 
sugar cane, cereals and other food crops. 


GREECE 


New Five-Year Plan—The Govern- 
ment has published the full text of its 
ambitious capital development pro- 
gramme. ‘The plan, which covers the 
five years to the end of 1963, provides 
for total expenditure equivalent to some 
£1,230 millions. It aims at raising per 
capita income from the current level of 
about £90 to £135. 


INDIA 


**External Note”— The Government is to 
introduce a new “ external note’’. ‘This 
will not be legal tender within the 
country itself, but is primarily for use in 
overseas areas, notably the Persian Gulf 
sheikdoms, where Indian currency is the 
principal medium of exchange. ‘The 
decision has been taken to discourage 
illicit importation of gold. Smugglers 
have been taking advantage of the fact 
that Indian currency paid into Persian 
Gulf banks can be encashed for sterling 
through authorized channels. 


IRAN 


Development Bank Talks—Negotia- 
tions that were initiated early in 1958 
for the formation of a development bank 
for Iran with international backing are 
reported to be within sight of success. 
Support will evidently be forthcoming 
from the institutions that sent a mission 
to Iran to discuss the project with the 
Government early in 1958. They include 
the Chase Manhatten Bank and Lazard 
Freres of New York, the World Bank 
and a number of European banking 
houses. 


IRAQ 


ICI Boycott—The Government has 
banned purchases from Imperial Chemi- 
cal Industries and other foreign concerns 
in response to a recommendation by the 
Arab League Boycott Office, which 1s 
campaigning to bring pressure to bear 
on Israel by forbidding companies trad- 
ing with Israel to trade with Arab 
countries. 

Oil Plans—The Minister of Economic 
Affairs, Dr Kubbah, stated at the end 
of April that broad agreement has been 
reached with foreign oil companies on 


efforts to increase oil production and 
exports. The question of altering pro- 
visions on the Government’s share of 
profits was subject to the interpretation 
of supplements to the agreements. It 
was also subject to the nature of new 
concessions concluded with some neigh- 
bouring oil-producing countries by inter- 
national companies. Agreement on this 
subject would be reached by negotiation. 


ISRAEL 
World Bank Survey— The World 


Bank’s first mission to Israel completed 
a month-long examination of the coun- 
try’s economy at the end of April. It 
is expected that when it has presented 
its report, the Bank’s management will 
take a final decision on the Israeli appli- 
cation for a loan. 


LATIN AMERICA 


Free Trade Plan—A communique 
issued after the close of a conference of 
economic experts of Chile, Argentina, 
Brazil and Uruguay held in Santiago 
late in April stated that the delegations 
would submit to their governments a 
plan for the establishment of a Latin 
American free trade area. If it was 
accepted, it would replace the bilateral 
agreements at present regulating trade 
between the four countries. Other Latin 
American countries would be able to 
participate in the scheme later if they 
wished to do so. 


Cloudy Outlook—The annual United 
Nations survey points out that 1958 was 
not a favourable year for Latin America 
and that 1959 will probably not be any 
better. ‘Total exports of the region, it 
was stated, fell by 8 per cent last year. 
At the same time price inflation acceler- 
ated, due in part to the shortages of 
consumer goods and in part to the 
increase in the prices of imported 
materials which followed the devalua- 
tion of a number of Latin American 
currencies. Persistent budget deficits 
and easy credit policies also played their 
part in generating inflationary pressures. 


NETHERLANDS 


World Bank Sale—A_ syndicate of 
Dutch banks has purchased from the 
World Bank $55 millions of maturities 
comprising the remainder of the bonds 
the bank acquired in making a loan to 
the Netherlands in 1947. 


397 








NEW ZEALAND 


Development Fund—The Minister of 
Industries, Mr Holloway, has announced 
that the Government is setting up a 
special industrial development fund of 
{11 millions to provide for the expansion 
of existing industries and the develop- 
ment of new ones. He declared that this 
step provided the only hope of main- 
taining full employment over the next 
decade. One of the tests applied to 
applications would be whether the in- 
dustry concerned was likely to be able 
to stand on its own feet without undue 
protection. 


PAKISTAN 


Report’s Conclusions—A report pre- 
pared by the Political and Economic 
Planning Organization in London on 
economic planning in Pakistan stated 
that the results achieved during the past 
ten years can be summarized as brilliant, 
uneven, and inadequate. Agricultural 
output remains a major weakness, but 
there have been great advances in the 
face of appalling difficulties in industry, 
housing and power. ‘The report takes a 
fairly hopeful view of the future outlook. 


West German Credits—Following the 
recent visit to Western Germany of the 
Minister for Refugees, the German 
authorities have expressed their willing- 
ness to lend £144 millions, partly in 
the form of export credit facilities and 
partly through the funding of Pakistan 
commercial debts to Germany. 


SOUTH AFRICA 
Gold for Hoarding—The Minister of 


Finance, Mr Donges, announced towards 
the end of April that the Reserve Bank 
would sell gold bricks to private pur- 
chasers outside the sterling area if the 
price offered was better than the price 
in the London market. ‘The bricks 
would be of 400 ounces each, with a 
minimum of 25,000 ounces per purchase 
worth approximately £312,000. He ex- 
plained that this was intended to en- 
courage ownership of gold by private 
people. He also revealed that considera- 
tion was being given to the desirability 
of making small gold bars and minting 
coins or medallions. 


SWEDEN 


Purchase Tax Shelved—A Govern- 
ment plan to introduce a purchase tax 
as a means of reducing the Budget 


deficit has been shelved following a 
meeting with representatives of the three 
opposition parties. It is, however, 
possible that a bill providing for the 
imposition of a general levy of 3 per 
cent on all retail transactions may be 
placed before the Riksdag later this 
year to take effect at the beginning 
of 1960. 


THAILAND 


Reduced Gold Duty—The Govern- 
ment has decreed that imports of gold 
must be handled by an official organisa- 
tion, preferably the ‘Thailand central 
bank. It has also decided in favour of 
a reduction in the import duty on gold. 


UNITED ARAB REPUBLIC 


World Bank Study—A team from the 
World Bank began a month-long study 
of the Republic’s economy in the second 
half of April. It was reported that one 
of the matters it would consider during 
its stay would be the possibility of a 
loan of $50 millions by the Bank to 
finance the development of the Suez 
Canal. The Bank’s president, Mr Black, 
visited Cairo in connection with the 
talks early in May. 

He expressed satisfaction with the out- 
come of his discussions with the Egyptian 
authorities. 


VENEZUELA 


No Devaluation— The Finance 
Minister, Senor Mayobre, has denied 
that there is any foundation for the 
rumours that the bolivar is to be de- 
valued. Nor was the Government con- 
templating imposing exchange controls. 
The Minister admitted that there was a 
deficit in the balance of payments of 
$319 millions in 1958, against a surplus 
of $503 millions in 1957. He emphasized, 
however, that the 1958 gap was largely 
accounted for by the clearing up of the 
debts left by President Jiminez (whose 
regime was ended by revolution early 
in 1958). The countries basic payments 
position, he claimed, was now quite sound. 


VIETNAM 


French Accord—New arrangements for 
settling trade debts with France were 
agreed at financial talks between the 
two countries. In future, payments will 
be made in convertible French francs 
and Vietnam will cease to be a member 
of the franc zone. 
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APPOINTMENTS 


Barclays Bank—Leeds Dist, Local Head 
Office: Mr. H. D. Crawford, at present 
a local director of York Dist, to be also a local 
director of Leeds. Manchester Dist, Local 
Head Office: Mr M. Baldwin, from Pendle- 
ton, to be assistant district manager. Head 
Office, Inspection Dept: Mr L. Bristow, from 
Shoreditch, to be an inspector. Barton-on- 
Humber: Mr S. Aaron, from Riby Sq, 
Grimsby, to be manager on retirement of 
Mr J. R. Pyle. Brooklands and Ashton-on- 
Mersey: Mr E. N. Bland, from Deansgate, 
Manchester, to be manager on retirement of 
Mr F. Evans. Chelmsford, Broomfield Rd: 
Mr R. W. Gammage, from Braintree, to be 
manager. Idle: Mr J. W. M. Lumley to be 
manager. Isleworth, London Rd and Osterley: 
Mr E. W. Rule, from Long Acre, to be 
manager on retirement of Mr E. C. Row- 
land. Leeds, Headingley: Mr E. A. Ingham, 
from Harrogate, to be manager on retire- 
ment of Mr C. F. Bedford. 

British Linen Bank—Head Office: Mr 
D. G. Antonio to be Principal of the Law 
Dept on retirement of Mr P. H. Sinclair. 
Alloa: Mr W. E. Patterson, from Grahams- 
ton, Falkirk, to be manager on retirement of 
Mr H. D. Brown. 

Hongkong and Shanghai Banking Corp 
—Messrs C. A. Wright and G. T. Tagg 
have joined the board in succession to 
Messrs R. J. Sheppard and B. T. Flanagan. 
The Hon H. D. M. Barton has been elected 
deputy chairman, and Mr G. O. W. Stewart 
deputy chief manager. 

Lloyds Bank—Head Office: Advance Dept: 
Mr R. R. Garthwaite, a controller, has 
retired; Mr W. Beynon, from Hanover Sq, 
and Mr A. F. Wickison to be controllers. 
London—Hanover Sq: Mr A. E. Harding, 
from St James’s St, to be manager; Kentish 
Town: Mr G. W. Cox, from Golders Green, 
to be manager; Ludgate Hill: Mr H. W. 
Stephenson, from Moorgate, to be manager 
in succession to the late Mr R. T. Poplett; 
Norbury: Mr J. E. Tatham, from Kentish 
Town, to be manager on retirement of Mr 


F. C. Mair. Bilston: Mr D. L. Robinson, 
from Dudley, to be manager on retirement 
of Mr J. A. Hammonds. Birmingham, 


Tyburn: Mr A. Lucas, from Sparkhill, to be 
manager. Bletchley: Mr L. G. Lale, from 
Pitsea, to be manager on retirement of Mr 
R. H. Platten. 

Martins Bank—Birmingham, Five Ways: 
Mr T. Collingwood, from Forest Hall, 
Newcastle upon Tyne, to be manager. 
Coventry: Mr M. Hollway, from Five Ways, 


Birmingham, to be manager. Haltwhistle: 
Mr E. D. Teasdale, from Felling, to be 
manager. 


Midland Bank—Head Office: Mr J. W. P. 
Fox, from West Smithfield, to be a super- 
intendent of branches in succession to Mr 
W. McBride; Public Relations Dept: 
Mr C. A. Prance and Mr B. D. W. Cox to 


AND RETIREMENTS 


be assistant managers. London—Aldgate: 
Mr E. H. Proctor to be sole manager on 
retirement of Mr S. W. Howard; Cornhill: 
Mr D. J. G. House, from Queen Victoria St, 
to be assistant manager in succession to 
Mr C. H. Neech; East Ham: Mr T. H. 
Snelling to be manager in succession to 
Mr G. R. Jones; Fleet St: Mr G. O. James 
to be manager in succession to Mr R. G. D. 
Hawkins; Leadenhall St: Mr W. A. McBride 
to be manager on retirement of Mr R. W. 
Knott; Leyton: Mr E. E. Johnson to be 
manager on retirement of Mr C. W. H. 
Hasler; Minories: Mr H. H. Challis, from 
Finsbury Pavement, to be manager in suc- 
cession to Mr J. C. Wollen; 133 Regent St: 
Mr R. G. D. Hawkins, from Fleet St, to be 
a joint manager; Southfields: Mr N. A. F. 
Hole, from Surbiton, to be manager in 
succession to the late Mr G. S. Pound; 
Tooley St: Mr G. R. Jones, from East Ham, 
to be manager in succession to the late 
Mr R. F. Greenway. Aberystwyth: Mr L. S. 
Davies, from Llanidloes, to be manager on 
retirement of Mr J. E. Rees. Btshop’s 
Castle: Mr A. H. A. Phillips, from Tor- 
rington, to be manager on retirement of 
Mr C. J. Bryan. Boston Spa: Mr J. D. 
Ellerbeck to be manager on retirement of 
Mr W. M. Paterson. Bushey and Oxhey: 
Mr G. Doolittle to be manager in succession 
to Mr G. E. Tagford. Chorley: Mr W. L. 
Robinson, from Ormskirk, to be manager in 
succession to Mr F. W. Appleby. Grantham: 
Mr R. G. Hodge, from Woodford, to be 
manager on retirement of Mr H. Hughes. 
National Bank—Rear Admiral Sir Matthew 
Slattery has been appointed a director of the 
bank on the death of Sir David Kelly. 
National Provincial Bank—Head Office— 
Administration Dept: Mr D. E. Lift to be 
assistant manager; Premises Dept: Mr G. G. 
Shute to be an assistant manager. London— 
Bayswater: Mr N. Page to be manager on 
retirement of Mr P. W. B. Mills; Holloway: 
Mr L. H. Lee, from King’s Cross, to be 
manager on retirement of Mr W. J. P. 
Davies; King’s Cross: Mr J. H. Coles, 
from St Mary Axe, to be manager. Bedford: 
Mr C. Forsyth, from Solihull, to be manager 
on retirement of Mr B. A. Clark. Berk- 
hamsted: Mr C. E. Way, from Devonport, 
to be manager. Braunton: Mr F. B. Cline, 
from Chagford, to be manager on the death 
of Mr E. R. Evans. Bristol, Stokes Croft: 
Mr J. H. Waller, from Southsea, to be 


manager on retirement of Mr F. G. Sills. 
Bury St Edmunds: Mr G. E. Harrison, 
from ‘Towcester, to be manager. Cardiff: 


from Reading, to be 
Sodbury: Mr D. R. 
Lloyd, from Malpas, to be manager on 
retirement of Mr C. J. Horne. Crewe: 
Mr W. N. E. Jones, from Llandudno, to be 
manager. Cullompton: Mr M. G. T. Pineger, 
from Wiveliscombe, to be manager on retire- 


Mr N. D. Inkin, 
manager. Chipping 
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ment of Mr R. H. Cox. Devizes: Mr 
Coakes, from Ringwood, to be manager. 
Devonport: Mr G. S. Kearns, from Burn- 
ham-on-Sea, to be manager. Driffield: Mr 
Ek. L. Barker, from Retford, to be manager. 
Holoeach: Mr J. Mason, from Boston, to be 
manager on retirement of Mr H. V. Shep- 
herd. Leeds, Markets: Mr W. Crawshaw, 
from Bradford, to be manager. Liverpool: 
Mr R. J. Philips, from Leeds, to be manager 
- retirement of Mr E. Bligh Smith; Old 

van: Mr W. E. Lawrence, from Higher 
nae Birkenhead, to be manager. 
Westminster Bank—Head Office: Mr 
T. A. G. Cumner to be an inspector of 
branches (Trustee); Mr S. E. Drake, from 
Hall Green, to be a staff controller’s assistant. 
London—Lothbury: Nir F. Harding to be 
accountant on retirement of Mr W. H. 
Champ; TJrustee Dept: Mr T. H. D. Law- 
rence, from Piccadilly Trustee branch, to 
be a manager’s assistant; Battersea: Mr 
K. H. Bradbury, from Streatham Hill, to 
be manager on retirement of Mr F. G. 
Dangerfield; Barking: Mr H. F. Foan, 
from Limehouse, to be manager on retire- 
ment of Mr G. Rogers; Camden Town: 
Mr C. E. Line to be manager on retirement 
of Mr J. H. Routs; Faling: Mr F. W. 
Hooper, from Cavendish Sq, to be manager; 
Hammersmith: Mr W. H. Pett, from Ealing, 
to be manager on retirement of Mr A. D. 
Hall; West Kensington: Mr E. Bucklow, 
from Brentford, Middlesex, to be manager 


on retirement of Mr A. C. Butler. Barn- 
staple: Mr A. D. Thornton, from Camborne, 
to be manager on retirement of Mr W. R. 
Perry. Beverley: Mr L. R. A. Brown, from 
Bridgnorth, to be manager on retirement of 
Mr G. R. Best. Brentford, Middlesex: Mr 
J. F. C. Phillips, from Oxford St, to be 
manager. Bridgnorth: Mr D. E. Stevens, 
from Retford, to be manager. Burnt Oak: 
Mr L. W. Boulter, from Wembley Park, to 
be manager. Camborne: ~ J. V. Pike, 
from Truro, to be manager. Cardiff Docks: 
Mr C. G. Harrison to be manager on retire- 
ment of Mr A. McGeoch. Childwall: Mr 
Ek. Jackson, from Walton, Liverpool, to be 
manager. Clifton, Regent St: Mr N. 
Macnaughton-Wainwright, from Redland, 
to be manager. Congleton: Mr B. B. Brown, 
from Northampton, to be manager on retire- 
ment of Mr H. G. Harper. Faversham: Mr 
R. H. Aiderton, from Chelmsford, to be 
manager on retirement of Mr J. P. Rey- 
nolds. Hall Green: Mr C. G. Dawkes, 
from Willenhall, to be manager. Jford, 
Valentines Park: Mr R. J. Sharman, from 
East Ham, to be manager on retirement of 
Mr W. T. Steer. Keynsham: Mr 5S. C. 
Parsons to be manager. Leigh-on-Sea, High- 
lands: Mr W. R. Sharpe to be manager on 
retirement of Mr J.T. G. Jarvis. Lydd (new 
branch): Mr R. L. S. Watts, from Heath- 
field, to be manager. Minehead: Mr L. St. J. 
Buller, from Wincanton, to be manager on 
retirement of Mr. H. M. Bird. 
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BANKING STATISTICS 


Banking Trends since World War I* 








Net 
Averages Deposits Liquid Assets TDRs Investments Advances 
of Months: {mn {mn ot {mn {mn ot {mn yA 
1921 .« oe 680 38 — 325 18 833 46 
| * ee Pee 658 37 —- 391 22 750 42 
1923 .. 1,628 581 35 oo 356 21 761 46 
1924 .. 1,618 545 33 ~- 341 20 808 49 
1925 .. 1,610 539 32 — 286 17 856 52 
1926 .. 1,615 532 32 a= 265 16 892 54 
1927 .. 1,661 553 32 — 254 15 928 54 
1928 -« Benen 584 33 ~- 254 14 948 54 
1929 .. 1,745 568 32 — 257 14 991 55 
1930 .. 1,751 596 33 = 258 14 963 54 
1931 ~« Sees 560 32 — 301 17 919 52 
1932 -. 1,748 611 34 -— 348 19 844 47 
1933 .. 1,909 668 34 — 537 28 759 39 
1934 .. 1,834 576 31 — 560 30 753 40 
1935 .. 1,951 623 31 o— 615 31 769 38 
1936 .. 2,088 692 32 —- 614 29 839 39 
1936 =... 2,160 713 32 —- 643 29 865 39 
1937 . mane 683 30 — 652 29 954 42 
1938 .. 2,218 672 30 = 637 28 976 43 
1939 .. 2,181 648 29 — 608 27 991 44 
1940 —- aoe 785 31 73 666 27 955 38 
1941 .. 2,863 676 23 495 894 3 858 29 
1942 .. 3,159 712 22 642 1,069 33 797 24 
1943 . ae 723 20 1,002 1,147 31 747 20 
1944 .. 4,022 788 19 1,387 1,165 28 750 18 
1945 ~« S5a0 886 19 1,811 1,156 25 768 16 
1946 .. 4,932 1,280 25 1,492 1,345 26 888 17 
1947 .. 5,463 1,646 29 1,308 1,474 26 1,107 20 
Se 1,703 29 1,284 1,479 25 1,320 22 
1949 .. 5,772 1,920 32 983 1,505 25 1,440 24 
1950... ~— 5,811 2,345 39 430 1,505 25 1,603 27 
1951 .. 5,931 2,308 38 247 1,624 26 1,822 30 
1952 .. 5,856 2,097 34 -— 1,983 33 1,838 30 
1953 .. 6,024 2,201 35 ~- 2,163 35 1,731 28 
1954 .. 6,239 2,190 34 — 2,321 36 1,804 28 
1955 .. 6,184 2,098 33 -- 2,149 33 2,019 31 
1956 .. 6,012 2,218 35 ~~ 1,978 32 1,897 30 
1957 =... ~=— 6,138 2,256 35 -—~ 2,008 31 1,952 30 
1958 .. 6,330 2,256 34 ~~ 2,149 32 2,007 30 
1951: Oct .. 5,981 2,423 39.1 177 1,555 29.1 1,897 30.6 
Nov .. 5,973 1,981 32.0 108 2,033 32.9 1,925 wae 
1958: Mar .. 6,087 2,160 33.9 ~- 2,094 32.9 1,917 30.1 
April... 6,152 2,136 33.1 —- 2,136 33.1 1,964 30.4 
May .. 6,119 2,079 32.4 -— 2,163 33.7 1,962 30.6 
June .. 6,325 2,191 32.8 —- 2,181 32.7 2,030 30.4 
July .. 6,368 2,257 33.8 —- 2,193 32.9 1,997 29.9 
Aug .. 6,313 2,199 33.4 == 2,199 33.4 1,993 30.3 
Sept .. 6,376 2,222 33.4 — 2,203 33.1 2,027 30.5 
Oct .. 6,441 2,242 33.2 -— 2,193 32.5 2,082 30.9 
Nov .. 6,495 2,287 33.7 —- 2,152 31.7 2,132 31.4 
Dec .. 6,761 2,495 34.7 —- 2,102 29.2 2,245 31.2 
1959: Jan .. 6,615 2,421 34.9 = 2,021 29.2 2,259 32.6 
Feb .. 6,340 2,141 32.3 — 1,962 29.6 2,333 35.2 
Mar .. 6,328 2,053 31.0 -— 1,928 29.1 2,441 36.8 
April.. 6,384 2,092 31.2 —- 1,884 28.1 2,500 37.3 


* Ten clearing banks for 1921-35, thereafter eleven. + Ratios to gross deposits. 
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Trend of *“ Risk’’ Assets 


(£ million) 















































April 15, 1959 | - —CHANGE IN + 
%of | Yearto Monthly Periods 

Gross April, 1959 — 
Deposits 1959 Jan Feb Mar April 

Investments: | 
Barclays 459.0 33.0 | - 61.1 + 0.1 -37.7 -18.3 + 1.3 
Lloyds 337.0 27.7 | —- 62.0 + 0.1 - 8.3 - 3.0 -15.5 
Midland -. 444.6 30.5 | - 22.0 —34.3 + 0.4 — + 1.4 
National Provincial... 184.4 23.5 | —- 45.5 -13.1 - 8.7 - 0.1 -14.3 
Westminster . . 235.2 27.0 | - 27.8 —-25.4 - 4.0 + 0.5 - 5.4 
District 62.2 26.4 | —- 14.2 - 6.0 -—- 0.2 - 3.9 - 2.7 
Martins 80.5 25.4 |} - 9.3 - 2.9 -— -~ oe «— BaF 

Eleven Clearing | 
Banks ..1,884.1 28.1 | -—252.2 —-81.5 -59.4 -33.7  -43.7 

Advances: 

Barclays 526.8 37.8 | +137.7 - 1.0 +23.6 +30.7 +4+15.2 
Lloyds 464.9 38.2 | 99.5 +13.5 +19.8 +17.6 + 6.2 
Midland .. 501.2 34.4 | + 88.7 - 7.0 +14.9 16.9 + 3.3 
National Provincial .. 332.7 42.5 | + 68.9 + 3.0 + 2.7 19.7 +19.9 
Westminster . . 323.9 37.2 | 71.0 - 0.8 + 4.5 + 8.1 +10.3 
District 90.2 38.3 | i8.9 -0.3 -—- 1.6 + 4.9 + 3.4 
Martins 122.9 38.7 | 26.4 2.1 + 8.2 - 3.0 + 1.7 

Eleven Clearing | 
Banks .. 2,500.2 37.3 | --536.2 | +14.0 73.8 +108.1 59.2 

Trend of Bank Liquidity* 
1956 1957 1958 1959 
Mar Dec Mar Dec Feb Mar Apr Dec Feb Mar _ Apr 
Barclays 6.5 26.3 33:6 3.4 2.3 M.A BH.t Me Be wet we 
Lloyds aa.4% 26.4 F.t 37.39 33:5 2.9 BD. MB. Ma 2S BR. 
Midland 31.6 41.5 34.1 99.0 35.1 33.9 3.8 35.3 32.3 D4 2.9 
National Prov 31.3 37.2 31.1 39.5 36.4 34.0 31.8 36.0 34.5 31.1 30.2 
Westminster... 33.1 37.6 34.3 39.0 36.8 35.4 34.5 33.2 33.9 32.8 32.2 
District 34.4 fat Ba.t Be.2 39.3 B.D Be.5 Mt RA BW:5 HS 
Martins 33.3 2.1 ®@.7 GH 35.0 B93 BSH M.S BM.2 SE KH. 
All Clearing 

Banks . 33.1 37.4 32.6 38.4 35.2 33.9 33.1 34.6 32.3 31.0 31.2 


* Cash, call money and bills shown as percentage of gross deposits. 





Money and Bill Rates 


May 19, Mar 23, Apr 20, Apr 27, May 4, May 11, May 19,? 


Mondays: 
1958 1959 1959 1959 1959 1959 1959 
Per cent 
Bank rate .. 6 4+ 4 4 4 
Treasury bills: 
Average allotment rate* 53, 3 2 33 3% 3 * 3 fs 3 f 
Market’s dealing rate, 

3 months 5 3 3 3 2 34 34 3 3 ws 
Bankers’ deposit rate + 2 2 2 2 2 2 
Short money: 

Clearing banks’ minimum 4} 2 23 2% 2% 23 23 
Floating money .. 5-54 24-34 34-3} 2-3 25-34 34-34 3 
0 


t Lowered to 5$°%% on 22.5.58, to 5% on 19.6.58, to 44° on 


¢ Tuesday after Whitsun. 
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* Preceding Friday. 
14.8.58, and to 4% on 20.31.58. 





THE EXCHEQUER FINANCES 
I—The Budget 


(£ million) 





Gain or 
Original Expected April 1, loss* on 
budget gain or 1959, to corresponding 
estimates loss* on May 106, period of 
1959-60 1958-59 1959 1958-59 
Total Inland Revenue 2,856 - 160 275.4 +- 14.8 
Customs and Excise .. 2,150 — 41 316.4 - 9.3 
Other revenue 319 +- 46 31.0 - 1.1 
Total ordinary revenue 5,325 — 155 622.8 - 4.4 
Debt interest (including sinking fund) 639 + 62 78.3 - 27.7 
Other consolidated fund 89 - 4 9.2 —- 0.7 
Supply expenditure .. 4,495 -178 491.1 - §.1 
Total ordinary expenditure 5,223 — 120 578.6 35.0 
Above line surplus or deficit +102 - 275 44.2 - 39.4 
Net deficit below line — $23 — 264 — 48.7 47.0 
of which 
local loans (net lending shown 
minus) . ea + 35 + 3 10.5 10.5 
loans to state industries, net —621 —116 —~ 45.3 22.6 
Total deficit . ~721 — 539 - 4.6 - 86.3 
* Plus ethene increase in receipts or surplus, fall in expenditure or deficit. Minus 
indicates fall in receipts or surplus, rise in expenditure or deficit. 
II1—National Savings 
(£mn: Receipts into Exchequer reported during period) 
Savings Total 
Certi- Defence Savings Premium Total Accrued Defence Remain- 
ficates Bonds Banks Bonds Small Interest Bond ing In- 
(net) (net) (net) (net) (net) Maturity vested* 
1953-54 +19.0 + 0.3 —79.3 — - 60.0 88.6 —-38.4 6,008.7 
1954-55 .. +46.0 +51.1 —35.4 — + 61.7 88.8 —-28.8 6,126.2 
1955-56 +19.7 +21.5 - 80.4 — - 39.2 82.7 -50.8 6,123.6 
1956-57 +72.0 + 3.2 — 20.6 +65.0 +119.5 35.5 —-38.9 6,124.0 
1957-58 +73.1 + 1.2 - 2.4 + 58.3 +108.5 35.3 — 38.4 6,240.0 
1958-59 —21.3 — 22.1 —-52.3 +124.2 —- 15.6 45.7 —~17.7 6,272.0 
1958- 59 
April -» + 1.0 —- 3.3 + 4.8 + 3.9 +- 6,3 5.8 - 0.3 6,284.0 
1959- 60 
April + 7.5 11.5 + 9.9 + 4.4 + 33.3 4.8 - 0.2 6,620.0 


* After taking account of net sales through the Post Office Savings Bank of Government 
securities other than defence bonds. 





Iii—Floating Debt 


(£ million) 





Ways and Means Advances: 


Bank of England 

Public Departments 
Treasury Bills: 

Tender 

Tap 


Change in three 











| 
' 








Beginning of April* May months to 

— 16, May 16, May 17, 

1957 1958 1959 1959 1959 1958 
a a“ _ — — - 1.0 
289 .3 239.6 291.6 206.2 + 14.0 + 28.5 
2,860.0 3,120.0 2,950.0 | 2,920.0 -220.0 + 50.0 
1,306.4 1,499.4 1,986.3 | 2,051.4 +-177.2 +149.7 
4,455.7 4,859.0 5,227.9 | 5,237.6 - 28.8 +227.2 





* First return in each fiscal year (since split of Treasury bills cannot usually be calculated 


at March 31). 
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Sterling-Dollar Exchange Rates 
May 23, Mar 20, Apr24, May1, May8, May 15, May 22, 


1958 1959 1959 1959 1959 1959 1959 
Official Marke t 
Spot .. eo aang 2.813 2.81% 2.813 2.81% 2.813% 2.812 
3 months .. 2¥sc / ic ¥ sc pm ic pm ec c pm ig¢¢ pm tc pm 
Security* .. 2.79% 2.80 2.813 2.81} 2.813 2.81 2.803 


° Sane York market quotation. 





Britain’s Gold and Dollar Reserves* 


(Millions of US dollars) 
Financed by 
Official Private 























Net Gold 
and Dollar Special Reserves UK 
Surplus (+) <Ameri- Payments Change at End Dollar 
Years and or Deficit (—) can and in of Balancest 
Quarters Aid Credits Reserves Period 
1946 - — 908 ~—- +1123 + 220 2696 194 
1947 ba - 1431 — + 3513 —- 618 2079 267 
1948 se ~1710 682 | 737 - 223 1856 295 
1949 a — 1532 1196 + 116 — 168 1688 236 
1950 - + $05 762 ~ 45 +1612 3300 257 
1951 - — 988 199 - 176 — 965 2335 508 
1952 - - 736 428 — 181 — 489 1846 472 
1953 - 546 307 — 181 +- 672 2518 49] 
1954 “ae + 480 152 — 388 + 244 2762 428 
1955 + — 575 114 — 181 — 642 2120 480 
1956 7 — 626 66 + §73 + 613 2133 679 
1957 - ~ 419 26 + 533 + 140 2273 602 
1958 < +1005 6 - 215 + 796 3069 656 
1957: 

I] ne - 9 4 + 177 + 172 2381 513 
Ill - - 519 9 - 2 - 531 1850 657 
IV ve + 173 — -+ 250 + 423 2273 602 

1958: 
I si + 496 1 = + 497 2770 690 
I] - + 307 5 ~ 6 + 306 3076 734 
III - + 65 —- - 21 + 44 3120 731 
IV pe + 137 — — 188 - §1 3069 656 
1959: 

Jan - + 42 —~ — + 42 3111 

Feb - - 45 —— -— + 45 3156 is 

March - + 86 —- —- 103 - 17 3139 - 

I - + 173 -—- - 103 + 70 3139 
April - + 123 —— - 11 + 112 3251 
Main Special Items Detailed] 
Receipis Payments 
$mn $mn 

1946-50 US and Canadian loans.. 4,909 1951-56 Annual service of US and 
1947-49 IMF loan <a Canadian loans, etc .. 181 

1948 South African loan - 325 1954 EPU funding a, én 99 

1956 Sale of Trinidad oil ‘ae IMF repayment . .. 108§ 
Sale of US Govt bonds. . 30 1956 IFC subscription — 14 
IMF loan . oo 1957-58 —— ~~ debts pay- 
1957. India’s IMF loan 200 me 21 
Return of interest on US 1958 ine of US and Cana- 
loan. sis 104 dian loans, etc . 188 
Export- Import Bank .. 250 1959 IMF Repayment on 


* Gold and convertible currency reserves from December, 1958. 

+ Source: Federal Reserve Bulletin. 

} Special German deposits, Canadian quarterly payment on 1942 loan and regular 
monthly funding payments to EPU countries excluded. 

§ Remainder of 1947-49 loan repaid in sterling. 
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Vital work is made permanent 


Formerly registered under the War Chari- 
ties Act of 1940, the Oxford Committee for 
Famine Relief has now become a permanently 
incorporated organisation. The great need 
in many countries of the world (regrettably 
one that will long continue) made this step 
necessary. The ever-growing support of the 
British people made it possible—thousands 
of consciences have been stirred by the plight 
of the uprooted and undernourished (for 
example, the Committee’s last B.B.C. appeal 
by Lord Birkett raised the record total of 
just over £46,800). 


THE WIDE SCOPE OF THE 
WORK NEEDED 


Best known for its help to refugees, the 
Committee’s work includes much more 
than this—it speeds aid to the victims of 
international disasters such as floods, famine 
and earthquakes. And, when the demands 


of emergency relief permit, it sends increasing 
assistance to self-help projects among the 
world’s needy. 

e Committee has been the public’s 
channel for distributing help valued at 
nearly £300,000 to the destitute, the sick, 
homeless children and the aged during its 
last financial year alone. But an immense 


task continues to confront it in the relief of 


suffering. 

Will you please take your share in this 
great work of compassion and help the 
i j Refugee Year? 
Each gift usually makes it possible to help 
at least one extra person—and a donation 
carries with it far more than material value. 

Please help with a donation, covenanted 
subscription or legacy. Further details on 
application to the Hon. Treasurer, Sir Arthur 
Rucker, K.C.M.G., C.B., C.B.E., c/o Room 7, 
Barclays Bank Ltd., Old Bank, High Street, 
Oxford. 


OXFORD COMMITTEE FOR FAMINE RELIEF 


CHAIRMAN: REV. H. R. MOXLEY, M.A.; VICE-CHAIRMEN: CANON T, R. MILFORD, DR. HUGH ROBERT- 


SON, M.A.; HON, 





ESQ,, A.C.LS, 


SIR ARTHUR RUCKER, K.C.M.G., C.B., 
HON. SECRETARY: C. JACKSON COLE, ESQ.; GENERAL SECRETARY: H, LESLIE KIRKLEY, 


TREASURER : 


C.B.E.; 





SUPPORTERS INCLUDE: Lord Halifax, Lord Hailsham, Lord Pakenham, 
Sir Oliver Franks, Sir John Cockcroft. 
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Life Assurance 
WHOLE LIFE—WITHOUT PROFITS 


SUM ASSURED £10,000 
: AGE NEXT BIRTHDAY 40 


Ask for a complete table of attractive rates 
for Whole Life and Endowment Assurance 


Mol [ele]. Mm -lalom yy \, (od, | tag 


Finsbury Square, London, E.C.2 


oie ANNUAL PREMIUM £190.8.4 























Noble Lowndes 





Finance Limited 


(MEMBERS OF THE FINANCE HOUSES ASSOCIATION) 


Industrial Bankers 


Assets exceed 


£5.000.000 


17 Lowndes Street, London, S.W.1 


Tel: Belgravia 6307/8 


Administrative Offices: 
Surrey House, Scarbrook Rd., Croydon 


Telephone: Municipal 2441 (10 lines) 


BRANCHES: Birmingham, Brighton, Bristol, Croydon, Leeds, 
London, Romford, Middlesbrough, Newcastle and Dublin 
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Tullis Russell offer the benefits of 50 years’ experience 


Map and skill in making sensitized security cheque paper, of a 
— quality and character that help to safeguard the reputation 


of British Banking all over the world. Day and night, 
month in and month out, one of Tullis Russell’s machines 
is engaged entirely in making this paper for all the big 
banks at home and overseas. Every stage of the work is 
supervised by qualified technicians specially trained to 
control and develop the paper’s protective qualities. 

For safety, security and consistency of quality, specify 





I9S9 T.R. Security Cheque Paper —it is a credit to Banking! 
Tullis “Russell — 
er CO LTD 


THE PIONEERS OF TWIN WIRE PAPERS FOR PRINTERS & SPECIALISTS IN THE MANUFACTURE OF TECHNICAL PAPERS FOR INDUSTRY 


SCOTLAND : Auchmuty & Rothes Paper Mills, Markinch, Fife LONDON: “ivorex House” Upper Thames St., E.C.4 
BIRMINGHAM: 18-19 Ludgate Hill MANCHESTER: 372 Corn Exchange Buildings, Corporation Street 
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Cutting 
costs 
the 
electronic 
way! 














BRILLIANT NEW ELECTRONIC ACCOUNTING 
MACHINE REDUCES POSTING TIME, ENSURES 100% 
ACCURACY, BALANCING TIME AND OPERATOR WORK 





The new Burroughs Sensitronic provides ledger 
keeping with the advantage of both a visible 
record and magnetic storage e Electronically 
reads the old balance from the ledger card 

e Electronically checks that it is read and 
printed correctly e Electronically aligns the 
form to the correct writing line 

e Electronically checks that all amounts are 
posted to the correct account e Automatically 
computes, prints and proves the new balance 
on the account e Electronically alerts the 
operator of accounts requiring special handling 
e Automatically ejects the form when posted 
and balanced e Automatically produces ledger, 
or statement, or both simultaneously in 
original print e Electronically produces 
periodical trial balances without the need to 
index the balances. 




















BURROUGHS SENSITRONIC 


For more details, contact Burroughs Adding Machine Ltd., 
356-366 Oxford St., London, W.1. Telephone: Hyde Park 7061 
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BANCO DI SANTO SPIRITO 


ESTABLISHED 1605 
Authorised Capital Lit. 3.000.000.000 - Reserves Lit. 1.500.000.000 





ROME 


THE ANNUAL GENERAL SHAREHOLDERS’ MEETING was held in Rome 
on April 23, 1959, the Marchese Giovanni Battista Sacchetti being in the chair. In 
the ordinary course of the Meeting the following Balance Sheet was approved: 


BALANCE SHEET AT 31st DECEMBER, 1958 








LIABILITIES ASSETS 
Lit. Lit. 

Capital .. “a te ws 750.000.000 Cash and Balances with other 
Reserves a ts e |.400.000.000 Banks ; 28.263.285.911 
Deposits ..  57.763.820.834 Bills and Government Bonds 40.023.061.161 

Current Accounts (Creditors) 84.475.509.565 Securities: 

Bankers’ Drafts - 3.795.548.034 Real Estate Securities Me 5.970.806.063 
Government Revenue Collec- Miscellaneous Shares ~ 612.295.380 
tion .. - 3.919.020.797 Holdings > : 480.584.398 
Creditors (Bills Endorsed) .. 2.114.446.922 Stock Exchange Transactions 4.992.225.888 
Miscellaneous Creditors ¥ 7.453.795.750 Bills on Hand . . 341.217.936.795 
Staff Retirement Fund ..  3.800.000.000 Current Accounts (Debtors).. 41.316.623.876 

Assets Rediscounted .. ie 857.586.131 Government Revenue Collec- 
Profit Balance brought forward 7.142.731 tion .. O 574.477.254 
Net Profit 1958 oa re 437.839.189 Staff Retirement Fund ‘ 3.000.854.587 
Miscellaneous Debtors - 2.044.723.876 
Drafts for Collection .. - 7.522.274.763 
Premises _ - i 755.560.000 

Furniture, Fixtures and Fit- 
tings .. oi “p aes l 
166.774.709.953 166. 774. 709. 953 
Unsecured Accounts .. A 8.161.674.220 Unsecured Accounts .. a 8.161.674.220 
Counter Accounts ea .. 81.367.657.517 Counter Accounts - .. 81.367.657.517 
256.304.041.690 256. 304. 041. 690 





‘It was further resolved to transfer Lit. 350.000.000 to reserves and to distribute a dividend of 
Lit. 50 (10%) per share. 
In _ the extraordinary course of the Meeting it was further resolved to increase capital to 
Lit. 3.000.000.000 by means of: 
A gratuitous allotment of shares to shareholders, available on reserves, for an amount of 
000 ; 


Lit. 250.000. 
An issue of new shares, payable half in 1959 and half in 1960, for an amount of Lit. 2.000.000.000. 




















‘Belainain Osakepankki 
Helsingfors Aktiebank 


HELSINKI, FINLAND 


AT YOUR SERVICE 
FOR EVERY KIND 
OF BANKING BUSINESS 


Telegraphic Address: Helsingforsbank 
Telex: Helsinki 1209 — Helsbank Hki 











BANCA TOSCANA, Head Office at Florence, Italy 


A Company Limited by Shares under Italian Law. Capital L.750,000,000. Reserves & Revalution Balances L.! ,072,06! ,102 
BALANCE SHEET AS AT 3ist DECEMBER, 1958 


LIABILITIES 
Savings Accounts 
Current Accounts 


Circular Cheques 

Sundry Creditors 

Staff Indemnity Fund 

Unclaimed Dividends 

Bills for Collection .. 

Acceptances and Guarantees 

Unaccrued Interest and Commis- 
sions 

Balance of Profit from Previous years 

Net Profit we 


Total Liabilities 


CAPITAL AND RESERVES: Lit. 

Capital 750,000,000 
Ordinary Reserve 475,000,000 
Revaluation Fund. 597,061,102 


Contra Accounts: 
Securities Deposited 
by way of Guaran- 
Ces, C0C.: 

Pension Fund 


: 536,550,000 
Outside Parties. . 


11,650,064.800 





Other Securities Deposited. . 


Total .. 


Lit. 
43,912,929, 539 
33,069,565,280 


76,982,494,819 
1,768, 767,643 
1/769,155,688 
2, 247, 218, 8,900 


62 
987° 367° 485 
256, 459,580 


1,689,950,357 
97,941 
143, 754, 157 








85,849,372,332 


1,822,061,102 





87,671,433,434 


12,186,614,800 
24,483 ,068,961 


124, 341, 117,19 195 





ASSETS 
Cash .. 
Bills, including Treasury Bills 
Securities: Lit. 
Government or 
Government- 





guaranteed 12,050,018,944 
Mortgage Bonds 2,479,281,201 
Miscellaneous 460,988,285 
Participations 
Contangoes 
Advances 


Real Estate 

Furniture and Fittings 
Sundry Debtors “ 
Acceptances and Guarantees 
Bills for Collection . be 


Total Assets .. 


Contra Accounts: Lit. 
Securities Deposited 
by way of Guaran- 
tee, etc.: 

Pension Fund 


Ja 536,550,000 
Outside Parties. . 


11,650,064,800 





Other Securities Deposited. . 


Total .. 


Lit. 
2,968,655,624 
33,845,907,844 


14,990, 288,435 
261,878,561 
27,900,000 
25,320,699,985 
1,028,910,742 


1 
1,223,212,658 
256,459,580 
7,747,520,009 





87,671,433,434 


12,186,614,800 
24,483 ,068,961 





124,341,117,195 

















ALLIANCE 


ASSURANCE COMPANY LIMITED 


ESTABLISHED 1824 


Head Office: Bartholomew Lane 


THE FINEST SERVICE FOR 





London, E.C.2 


ALL CLASSES of INSURANCE 











ENGLISH TRANSCONTINENTAL 
LTD 
2 London Wall Buildings, London, E.C.2 


MERCHANT BANKERS 


Directors: 
SIR IAN R. H. STEWART-RICHARDSON, BT. 
WALTER STRAUSS 


Telephone: London Wall 5515 (6 lines) 








THE RT. HON. THE EARL OF HARDWICKE 


R. BITTLESTONE 


Cables: Engtrans, London 
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OTTOMAN BANK 









Very Satisfactory Liquid Position 





ing of the Ottoman Bank was held on 
May 27 in London. 

The Right Hon. Lord Latymer, the 
chairman, presided and, in the course of 
his speech, said :— 

I mentioned last year that we had opened 
branches in Kenya and were expecting to 
open branches in Tanganyika. 

In Tanganyika our branch at Dar es 
Salaam was opened in June, 1958, and in 
November we opened a branch at Kigoma. 

Since the close of the year we have also 
opened a branch at Moshi, at the foot of 
Mount Kilimanjaro. 

In the Federation of Rhodesia and 
Nyasaland, we opened a branch in tem- 
porary premises in Salisbury in August, 
1958, and have acquired an excellent site 
for which plans are being prepared to build 
permanent premises in Jamieson Avenue. 

We have arranged for the opening of a 
branch in Bulawayo which we hope will be 
ready in the course of a few weeks. 

Both in East Africa and in Rhodesia our 
reception and our progress have been most 
encouraging. 


Ties ninety-second annual general meet- 


Turkey 


In ‘Turkey important measures were 
taken in 1958 to reinforce the economic and 
financial situation involving stabilisation of 
the credit structure, a more liberal import 
policy, especially for goods of prime 
necessity, and a greater liberty in distribu- 
tion of goods, more especially imported 
goods, in the country. 

At the same time the Government 
introduced a system of exchange rates 
adjusted to the situation; the basic rates for 
the Turkish Pound remained unchanged 
but certain premiums, between 210 piastres 
and 620 piastres per dollar, were fixed 
according to category of export; imports and 
all foreign exchange payments were subject 
to a fixed premium of 620 piastres per 
dollar. ‘These steps have already given 
satisfactory results; there is an increased 
supply of goods on the market and this is 
already helping to keep prices steady. 

Turkey’s foreign trade figures for the 
year are as follows: Imports, Ltq.882,300,000 
against Ltq.1,112,000,000 in 1957. Exports, 
Ltq.739,300,000 against Ltq.966,600,000 in 
1957. ‘Thus the commercial trade deficit is 
about the same as in 1957: Ltq.143,000,000 
against Ltq.145,400,000. 





Sudan 


In the Sudan the economic conditions 
in 1958 were not encouraging. The country 
relies for its prosperity very largely upon 
cotton, and for cotton it was a very bad 
year. 

A steady drain on the country’s resources; 
had reduced the holding of foreign exchange 
reserves from £5.23,000,000 in January to 
£5.8,000,000 by June, and the imposition 
of very stringent exchange restrictions and 
import licensing measures was necessary. 
The situation has since rallied. 

Although the country’s problems and 
difficulties in 1958 could but affect the 
working of your branches in the Sudan, I 
am glad to tell you that they had an active 
and satisfactory year. 

The Chairman then reviewed the other 
territories where the Bank has interests, 
namely, Jordan, Iraq, Cyprus, Qatar and 
Morocco and continued: 


London and Paris, etc. 


Our London and Paris offices, and our 
Marseilles branch, had a very satisfactory 
year. In July, 1958, a branch of the Bank 
was opened in Geneva. 


Balance Sheet Items 


The balance sheet shows a total of 
£95,642,976 against £108,838,319 at the 
end of 1957. ‘This decrease reflects the 
consequences of currency revisions which 
have taken place in the various countries 
where the Bank is established. In our 
present Balance Sheet the rate of conversion 
used for the ‘Turkish Pound is 25.27 to the 
Pound Sterling as against 7.91 in recent 
years. 

The liquid position is again very satis- 
factory with cash, money at call and bills 
receivable together totalling more than 53%, 
of the deposits. ‘The proportions of invest- 
ments and advances to deposits work out at 
164% and 354%, respectively. 

The total amount of profit available, 
including the balance of £32,321 brought 
forward, is £380,333, compared with 
£382,321 last year. £150,000 has again 
been appropriated to ‘“‘ Reserve for Con- 
tingencies ”’ leaving a balance of £230,333; 
and the Committee proposes that the 
dividend be maintained at 8s. per share. 
This will absorb £200,000 and _ leave 
£30,333 to be carried forward to 1959. 
The report was adopted. 












THE 
CENTRAL BANK OF [INDIA 
LIMITED 


(Incorporated in India. The Liability of Members is limited) 
Established 1911 
Paid-up Capital - - Rs. 3,14,54,250 (£2,359,068) 
Reserve Fund and 
other Reserves - Rs. 4,04,68,516 (£3,035,139) 
Deposits (31.12.58) - Rs. 1,62,32,43,651 (£121,743,274) 


Note: The sterling equivalents of the Rupee figures shown above have been converted 
at the rate of 1/6d. per Rupee 




















Chairman: SIR HOMI MODY, kK.B.z. Vice-Chairman: C. H. BHABHA, Esq. 


Branches and Pay Offices in all important commercial centres of India, Pakistan 
and Burma. 


HEAD OFFICE: MAHATMA GANDHI ROAD, FORT, BOMBAY |! 
LONDON OFFICE: 159 FENCHURCH STREET, LONDON, E.C.3 
London Adviser: SIR CECIL TREVOR, C.LE. 

Banking business of every description transacted 
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STABILITY 


means Safety and Security ... 
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the qualities you demand of a Society 1 1 

when investing your money. a 

The stability of the Westbourne Park Building & = 
44 






Society is apparent when comparing their Reserves 
(£1,955,000) with their Assets (£28,000,000). 

This ratio is far in excess of the minimum 
recommended by the Building Societies Association. 
This stability is the safeguard for your savings. 
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If you would like more information, please write 
for a copy of the brochure * Save With Security’. 


WESTBOURNE PARK 


BUILDING SOCIETY 


Member of the Building Societies Association 
WESTBOURNE GROVE, LONDON, W.2 
Telephone: BAYswater 2440 
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IMPERIAL CHEMICAL 
INDUSTRIES 





Factors Affecting Profits 





HE 32nd annual general meeting of 


Imperial Chemical Industries Ltd. 
was held on May 14 in London. 
Sir Alexander Fleck, K.B.E., F.R.S., 


Chairman, in the course of his speech said: 
By comparison with 1957 the results for 
1958 were disappointing; the gross sales of 
the Group were unchanged, but trading 
profits before taxation were £10 million 
less, and after taxation they were £5 million 
less. It has been explained in the Annual 
Report that part of the reduction in profits 
can be attributed to increased costs, due to 
the operation below full capacity of a 
number of plants, some of recent con- 
struction and some recently extended. In 
addition to this, competition—particularly 
in overseas markets—has led to reduction 
in the prices of some of our products in 
order to maintain the volume of business. 
A further factor accounting for about £2 
million of the reduction in gross profit is 
the additional depreciation charged as a 
result of the revaluation of assets at the 
beginning of 1958, which is explained in 
some detail in the Annual Report. 


No Reason to be Discouraged 

I have said that the results are dis- 
appointing, but we should not be dis- 
couraged. It is natural in any manufac- 
turing industry which has to invest very 
large sums in plant and machinery that a 
failure of turnover to rise should result in 
a decline in profits, particularly when the 
capital invested is large in relation to turn- 
over, as it 1s in our case. ‘The converse, 
however, is also likely to be true; if the 
profits are sensitive to turnover then an 
upward movement of turnover is likely to 
be reflected in a more than proportional 
increase in profits. For many of our pro- 
ducts there has been a steady upward trend 
of demand over the years. We are con- 
fident that with our continuing efforts to 
keep up the quality of the Company’s 
products and to develop sales in export 
markets all over the world, plants which in 
1958 were not fully occupied will, as and 
when demand expands, be working at or 
near full capacity with a favourable effect 
upon profits. 

The amount spent by the Company on 
new plant and machinery in 1958 at £45 
million was some £5 million less than in 


1957. ‘To some extent this represents a 
slowing down of capital expenditure while 
demand is catching up to existing produc- 
tive capacity. “The amount of new capital 
expenditure already sanctioned but not 
actually spent at the end of the year, at 
£50 million, was somewhat less than in 
earlier years. 


Trade with Europe 

The setting up of a European Economic 
Community of which Britain is not a 
partner, and the failure so far of the 
attempts to create a European Free Trade 
Area which would liberalise our trading 
relations with Continental Europe, have 
not yet had a serious effect on the Com- 
pany’s business in Europe. Nevertheless, 
where the Community’s tariff barriers rise 
against our exports the effects are bound to 
be felt sooner or later. In recent years, we 
have increased our sales to Europe and we 
would welcome the opportunities of further 
expansion which a Free Trade Area would 
afford. We recognise that this would 
bring with it increased competition in our 
home market, but we are ready to face this 
competition. Your Directors take the view 
that the balance of advantage for the 
Company is substantially in favour of greater 
freedom of trade with Continental Europe. 

The 53 per cent Loan Stock which was 
issued in January, 1957, was convertible 
into Ordinary Stock at the option of the 
holder during any one of three periods: 
July 1958, July 1959 and July 1960, the 
terms of conversion varying according to 
the period chosen. Over £24 million of 
the £40 million Loan Stock was converted 
in 1958, and this has increased the Ordinary 
Stock of the Company by approximately 
£173 million. May I remind you that the 
right of converting the remainder can be 
exercised this year, that is, in July 1959, 
when 343 units of Ordinary Stock can be 
obtained for every £50 of Loan Stock held. 
The final period of option will be July 
1960, when 33 units of Ordinary Stock can 
be obtained for each £50 of Loan Stock 
held. 

Keen competition will continue to be 
met in 1959, but I have no doubt that we 
shall continue to make good progress in the 
months and years that lie ahead. 

The report was adopted. 














THE CONTROL OF PAPER QUALITY 
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The Wiggins Teape Group maintains 
, ' cr 
the high standard of their papermaking : 
by instrumentation without sacrificing | Kc 
traditional craftsmanship. th 
Every quality also undergoes exacting 72 
tests before despatch to ensure that the ss 

paper will meet the requirements 

of the user. ov 





These standards are kept by a complete 
quality control system operated in close 
co-operation between each mill. This 
system is constantly being revised 





and improved. 

Quality Control therefore ensures that the 
customers are more than satisfied with 

] the paper they receive from Wiggins Teape. 
Continuity and consistency with close 
adherence to specification is the achievement 
of the Wiggins Teape Group. 
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THE WIGGINS TEAPE GROUP 
Gateway House 1 Watling Street London EC'4 City 2020 























BANCO DI ROMA 





Paid up Capital : 
Reserve: - - 


Lit. 1,000,000,000 
Lit. 5,000,000,000 





HE Ordinary and Extraordinary Meet- 
, om of the Shareholders of Banco di 

Roma, held on April 21, 1959, under 
the chairmanship of H.E. Professor 
Costantino Bresciani ‘Turroni, approved 
the Balance Sheet, Profit and Loss Account, 
and the allocation of the profit for the 


financial year 1958. 


The available funds of the Bank, 
creased during the year to about 92,000 
million lire, together with the balance of 
the circular cheques, amount to about 
723,000 million lire, whereas investments 
rose to 408,000 million lire. 


in- 


The net profit balance for the year, of 
over 849 million lire, has made it possible 


-Turroni 


to distribute a dividend of 10 per cent, 
and to allocate 750 million lire to reserve, 
which thus reaches 5,000 million lire. 


At the Extraordinary Meeting the As- 
sembly resolved, after merging the present 
shares of Lit. 100 in shares of Lit. 5,000, 
to increase the capital from Lit. 1,000 
million to Lit. 12,500 million. 


All the members of the Board have been 
re-elected: Professor Costantino Bresciani 
has been nominated Honorary 
Chairman; Mr. Ugo Foscolo, Chairman; 
Professor Francesco Mario Oddasso and Dr. 
Massimo Spada, Vice-Chairmen; Messrs. 
Raffaele Mancinelli and Achille Ruta, 
Managing Directors. 








INVESTMENT-TRUST-UNITS 





THINK OF A NUMBER For argument’s sake let us think of £100 


invested in Investment-Trust-Units (I-T-U for short) in May 1949 


DOUBLE IT That’s simple. £100 invested in I-T-U in 1949 doubled 
its cash value by 1954 and, by May 1959, had reached the remarkable 


figure of - 
Meanwhile the distributions have been rolling in. The ‘past ten ‘years 
have seen the annual gross income on the 1949 investment rise from 


£4.7.0tof16.6. 7. Not bad going. 
ADD THE INCOME after deduction of tax 


£100. O. 





£456. 


£ 54. 
£510. 


TAKE AWAY THE NUMBER YOU FIRST THOUGHT OF £100. 
+» ++ £410. 








STO NIN 
wlio wWO!v0 


Total gain in ten years on an investment of £100 


Although these figures relate to the past, many factors which have con- 
tributed to the buoyancy of Income and Capital are still present. Fluctua- 
tions are inevitable but the Managers believe that the long-term trend is 


still upwards. 


22nd May 1959, Offer Price 15/3 xd. Commencing gross yield £3 . 4 . 3% 


Explanatory literature may be obtained from the Managers of the Trust: 


BANK INSURANCE TRUST CORPORATION LTD 


30 CORNHILL, LONDON, E.C.3 


The Largest Unit Trust Group in Great Brita‘n Cvs-98 





ix 








THE PRUDENTIAL ASSURANCE 


COMPANY LIMITED 





Contribution to Personal Savings 





Progress at Home and Abroad 





General Meeting held on May 14, 1959, 

at 142 Holborn Bars, London, E.C.1, 
Sir Frank Morgan, M.C., Chairman of 
the Company, said: 

Last year the funds of our Life Branches 
increased by £55,000,000, of which 
£45,000,000 was attributable to the United 
Kingdom and £10,000,000 to our overseas 
business. I mention these figures, not only 
as an indication of the progress of our 
business, but also because they provide a 
broad measure of the net contribution 
made by means of Prudential policies to 
total personal savings. 


[c the course of his remarks at the Annual 


Ordinary Branch 

The new premium income in_ the 
Ordinary Branch—home and overseas— 
exceeded £9,800,000, securing sums as- 
sured of £259,000,000 and annuities of 
£13,000,000 per annum. 

For individual assurances issued in the 
United Kingdom the new premium income 
was £250,000 more than in 1957. | 

Our overseas business continues to play 
an important part in the development of 
the Ordinary Branch. It accounts for over 
a quarter of the total premium income of 
this Branch and for nearly 30 per cent. of 
the new premiums of last year. 


Industrial Branch 

Steady progress continues to be made in 
the Industrial Branch and last year a record 
amount of new premium income was ob- 
tained. A notable feature here is the popu- 
larity of endowment assurances. ‘The reason 
for this is not hard to find; despite other 
available means of regular saving of small 
sums, industrial assurance is unique in 
providing a combination of saving and 
life assurance allied with the convenience of 
a home service. 


Bonus Declarations 
Increased rates of reversionary bonus 
have been declared for assurance policies 
issued in this country and in some overseas 





territories. We have, in both Life Branches, 
again declared special bonuses applying, as 
hitherto, only to policies issued in the 
United Kingdom prior to the ist January, 
1954, which become claims during the cur- 
rent year. ‘The rates of these bonuses also 
have been increased. 


Pensions 

We naturally welcome the intention of 
the Government that an employer with a 
private scheme should be able to contract 
out of the proposed State scheme in respect 
of the graduated pensions for some or all 
of his employees. The subject is, however, 
beset with difficulties. If contracting out 
of the State pension scheme is to be a 
permanent and satisfactory feature of pen- 
sion arrangements in this country it is 
important that the system should be estab- 
lished on firm principles. ‘There are features 
in the Government proposals which, though 
they may be workable for the scheme as it 
now stands, would not generally be prac- 
ticable in other circumstances. I refer in 
particular to the charging of a flat contri- 
bution for contracting-out employees and 
the obligation to provide a pension equiva- 
lent to the maximum graduated pension 
under the State scheme whatever the 
earnings of the individual. ‘There are a 
number of issues of a similar nature which 
are, at least in part, outside the scope of 
politics, and it is much to be hoped that 
before long the parties will come to some 
agreement to take such issues out of the 
political arena. 


General Branch 

In the General Branch the premium 
income for 1958, together with that of 
our American subisidary, increased by 
£1,800,000 to £18,700,000. Nearly half 
of this total arose from overseas sources. 
Gross interest earnings have increased very 
substantially. 

The underwriting experience for 1958 
showed a smaller overall profit than in the 
previous year, although there was a marked 
improvement over 1956. 
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In the miscellaneous account there was a 
reduced margin of profit on home business, 
due in part to losses from the storm and 
Hood damage of last autumn. ‘These losses 
mainly related to private dwellings and 
small shop premises, and it is a source of 
satisfaction to us that we were again able 
by a prompt settlement of claims to miti- 
gate the effects of the losses and bring 
relief to our policyholders. Motor insurance 
business also adversely affected our home 
results, showing a small loss notwith- 
standing the increase in motor rates which 
became operative in July, 1957. 


Dividends 

The increases in the distributable sur- 
pluses in the Life Branches have again 
enabled the Directors both to improve the 
proportion of these surpluses allocated to 
the policyholders and to increase _ the 
amount allocated to the A_ shareholders. 
In each of the Life Branches the policy- 
holders’ allocation is now 93.16 per cent. 
of the distributable surplus, compared with 
92.84 per cent. for the previous year. 


Investments 

During 1958 our funds increased by £58 
millions, in addition to which there were 
the amounts arising from sales and redemp- 
tions. In all we invested a total of £80 
millions, distributed as follows: ordinary 
stocks and shares £21 millions, property 
and ground rents £19 millions, debentures 
£16 millions, mortgages {11 millions, 
Commonwealth Government and Muni- 
cipal securities £7 millions and _ other 
groups £6 millions. Compared with 1957 
we have invested a greater proportion of our 
accruing funds in ordinary shares and 
property. Nevertheless, we still regard 
long-term fixed-interest investments as a 
valuable outlet for our funds. 

During the year a number of the banks 
decided to take a more direct interest in 
the provision of hire-purchase finance and 
we received an approach in regard to the 
controlling interest which we had held for 
many years in the North Central Wagon 
& Finance Company. Over a long period 
it has been our policy to avoid acquiring a 
large proportion of the capital of any one 
company and we decided, after a satis- 
factory offer had been made to all share- 
holders, to dispose of our holding. 

The gross yields earned on our Life 
funds, £5 16s. 3d. per cent. in the Ordinary 
Branch and {£6 Os. 1d. per cent. in the 
Industrial Branch, showed reasonable in- 
creases on the yields earned during 1957. 
The improvement resulted mainly from 
modest increases in dividends on ordinary 
shares and from the satisfactory returns 
obtainable on new investments. 


1x] 


Owing to the large increase in long-term 
rates of interest over the last ten years our 
holdings of gilt-edged and other fixed- 
interest securities have depreciated. On 
the other hand our holdings of ordinary 
shares have appreciated substantially. We 
do not feel it necessary to make yearly 
adjustments of the Balance sheet figures to 
reflect fluctuations in market values but, 
as fixed-interest securities have for some 
years stood in the Balance sheet at figures 
well above their market value, it is now felt 
appropriate that these figures should be 
readjusted. Ordinary stocks and shares 
have been written up by £35 millions and 
this amount has been applied to reduce the 
Balance sheet values of other groups of 
assets to bring these groups broadly into 
line with current values. ‘The written-up 
Balance sheet value of ordinary stocks and 
shares is still substantially below their 
current value. 

With regard to our large holdings of 
ordinary shares, we are long-term investors 
and normally expect to continue to hold 
our investments, looking for a steady and, 
we hope, expanding income. We endeavour 
to discharge the responsibilities which such 
ownership entails in as fair and unbiased 
a manner as we possibly can. We do not 
regard it as proper for us as shareholders 
to interfere in the day-to-day management 
of the companies in which we have taken 
an interest. "There are, however, certain 
broad issues of policy on which we feel 
shareholders have a right to be consulted. 
We appreciate that such issues cannot always 
be precisely defined and this must be left 
to the commonsense and good judgment of 
the directors concerned. In this context 
we welcome statements made in recent 
months by the chairmen of a number of 
important companies to the effect that they 
have no intention of issuing large blocks of 
equity capital in a way which might 
materially affect the control of the company 
or radically alter the nature of its business, 
without the consent of the shareholders. 





Where there is a WILL 
there is a way of helping 
Florence Nightingale 
Hospital 


After giving first consideration to the right- 

ful claims of your family, please then give 

some thought to the needs of this voluntary 

Hospital when disposing of the residue of 
your Estate. 


Please contact — Appeal Secretary, !9 Lisson 
Grove, London, N.W.! PADdington 6412 

















DEFENCE 








Defence Bonds are a safe and extremely profitable way of saving. As well as the 
attractive interest of 5° per annum, the Bonds are repayable after 7 years at 
the rate of £103 for each £100 invested—and this 3% Bonus is U.K. income tax 
free. The Bonds may, of course, be encashed before maturity. The interest, 
payable half yearly, is not exempt from tax, but tax is not deducted at source. 
You can have up to £2000 of these Bonds exclusive of holdings of earlier issues. 
Bonds inherited from a deceased holder or acquired by conversion of earlier 
issues can be held in addition. On sale in £5 units. Buy all you can afford. 


IN SEVEN YEARS 9 ‘¥% 


5% Defence Bonds 
yield the équivalent of 


£9.12.6 


per cent (gross), per annum if 
you pay tax at the present 
standard rate of 7/9 





Full information on Defence Bonds from your stockbroker, banker or other 
professional adviser, and from your local Savings Committee, Savings Centre, 
Post Office or Trustee Savings Bank. 


Issued by the National Savings Committee, London SW? 


Ixil 














Sesig bo. 





Pp ee 


Credito di Venezia e del Rio de la Plata S. p. Az. 


Capital : Lit. 1,000m. — Reserves: Lit. 310m. 
Registered Office in Milan — Head Office in Rome 


Branches in Milan, Genoa, Naples, Rome and Venice 


The Annual General Meeting of Credito di Venezia e del Rio de la Plata was held on March 21 
at the Company’s Registered Office, Via Manzoni 3, Milan, under the chairmanship of Mr. Alberto 
d’Agostino, Chairman of the Board of Directors. 

In the course of the meeting the shareholders adopted the Balance Sheet and the Profit and 
Loss Account for the 40th year of the Bank’s activity, which closed on December 31, 1958, and 
the figures are summarised as follows :— 














Assets .. 4 me ie ie i * .. Lit. 40,915,359,584 
Liabilities 5 ey A sta i zy si mS se .. Lit. 39,469,673,723 
Capital Funds .. »  1,250,000,000 
Profit for the financial year 1958 and profit balances brought forward from 
previous years... i i sa 195,685,861 
Lit. 40,915,359,584 
Income .. me re ‘a a es a .. Lit. 1,878,253,300 
Expenditure... ee ae os - ae or 1,686,787,158 
Profit for the financial year 1958 __.... ; we 191,466,142 


Deposits represented a total of Lit. 34, 825m. and thus showed an increase of Lit. 8,641m., or 
33%, compared with December 31, 1957. Securities and Bonds in deposit, which are included 
in the Contra Accounts, reached Lit. 21,740m. and thus showed an increase of 15% 

The Meeting also unanimously approved the distribution of profits proposed by the Board of 
Directors. After effecting a statutory allocation of Lit. 19,146,614, and a supplementary one of 
Lit. 40,853,386, to the Ordinary Reserve, which was thus raised to a total of Lit. 310,000,000, it 
was decided to pay, in respect of each of the Bank’s 500,000 shares, a dividend of Lit. 240 equiva- 
lent to 12% of the face value, as against 10%, paid in the previous financial year. 














MODEL ROLAND & STONE 


Members of the New York Stock Exchange 


INTERNATIONAL 
SECURITIES 


120 Broadway, Telephone: 
New York 5, N.Y. Worth 4-5300 


Cables: Morodeal 
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HAMBROS BANK LIMITED 





Head Office: 41 BISHOPSGATE, E.C.2 


HE FORTY-SEVENTH ANNUAL 

GENERAL MEETING of Hambros 

Bank Limited was held on Thursday, 
May 28, at the offices of the Bank, 41 
Bishopsgate, London, E.C.2. 

The following is the Statement of the 
Chairman, Mr. R. Olaf Hambro, circulated 
with the Report and Accounts for the year 
to March 31, 1959: 

It has been, generally speaking, my prac- 
tice in issuing this Statement with the 
Accounts of the Bank to confine my remarks 
to explaining the figures and the business in 
which we are engaged, but it is sometimes 
necessary to point out, as I did last year, 
certain political aspects of the situation 
under which we were somewhat restricted 
in our activities. 

I am glad to say that for some months of 
the year under review we have been restored 
to freedom and allowed once again to con- 
duct our business in the way we wish. It 
is also very satisfactory to find that, as a 
result of wise handling of the national 
finances, Sterling is again, to all intents and 
purposes, a free currency. ‘This, I think, 
has been a factor in the overall increase in 
our business. 

The Balance Sheet shows expansion in 
nearly every item. ‘The Deposits have in- 
creased by over £9,000,000 and the Accept- 
ances by nearly £2,000,000. With regard 
to the former, March 31 this year fell on 
the day after the Easter Bank Holiday and 
the turnover on that day was exceptionally 
large and may have accounted for part of 
the rise, but Deposits during the year have 
been well above the average of the previous 
year. 

On the other side Cash and Bills of Ex- 
change, well over half of the latter being 
Treasury Bills, stand at £48,000,000 and, 
with the gilt-edged holdings, create a very 
liquid position. The ratio of Loans and 
Advances to Deposits is approximately 
25 per cent. 

The Profit and Loss Account is satis- 
factory and, as stated in the Report, the 
Directors propose a final dividend at the 
same rate as last year. 

The cost of the gross dividends for the year 
is slightly greater this time as the additional 
capital raised in 1957 was entitled this year to 


both the interim and final dividends. 


Subsidiary Companies 


Turning now to the subsidiary com- 
panies which we have named, for the first 
time, the most important is, of course, 
Hambros Investment ‘Trust Limited; the 
value of our investment in that company 
has increased during the year by about 
£1,700,000. Opportunity has again been 
taken to value very conservatively the un- 
quoted securities. Mocatta & Goldsmid 
Limited have had a successful year with a 
largely increased turnover. 

We have been interested in the Hire 
Purchase business for many years and have 
now taken the opportunity to extend our 
connections in this field with Western 
Credit Limited and Belmont Industrial 
Finance Limited. Mr. J. H. Hambro has 
been appointed Chairman of Western 
Credit Limited. 

The main and most important business 
of the Bank remains its commercial credit 
operations which are largely conducted with 
Norway, Sweden, Denmark and Finland. 
For many years we have been financing 
Norwegian shipbuilding and shipping and, 
although there is a slight falling off in this 
business owing to the fall in freights, all 
our clients, old and new, continue to 
prosper. ‘The very old connection which 
we have had with Italy since the days of 
Cavour continues to be very active and our 
connections with the banks there are spread 
throughout the country. 

In Ztirich we have had an interest for 
many years in the firm of Paul Kern A.G. 
which keeps us in touch with our Swiss 
banking friends and _ with _ international 
business in that place. Our business in 
America, which is engaged in the sale of the 
British Motor Corporation’s cars there, has 
gone from record to record and the sales 
during this financial year have exceeded 
$53,000,000 in value. 

Once again, on behalf of myself and all 
the members of the Board, I would like to 
express our grateful thanks to the executives 
and members of the staff for all their 
loyalty and devotion to the Bank. 

R. OLAF HAMBRO, Chairman. 


See Statement of Accounts on page opposite. 
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Please address your enquiries to the 
Head Office in Zurich, or to: 





Robert J. Keller 


London, E.C.2 





SWISS CREDIT BANK 


(Credit Suisse) Established 1856 
Capital and Reserves, Swiss Francs 268,000,000 


With branches in all parts of Switzerland 

and also at 25 Pine Street, New York, and with 
correspondents throughout the world 

the Swiss Credit Bank, one of the oldest and 
largest in Switzerland, provides an efficient 
service for all kinds of banking transactions. 


4 Tokenhouse Buildings, Kings Arms Yard, 


CORPORATION, 
25 Pine Street, 


| The United Kingdom Representative NEW YORK. 


CREDIT SUISSE 





MONTREAL 





Affiliated Companies 


SWISS AMERICAN 


(CANADA) LIMITED 
1010 Beaver Hall Hill, 





————— 

















Monarch 8425/6 





Representative Offices: 
91 MOORGATE, LONDON, E.C.2 





= a 
BANK BAZARGANI IRAN 


(Commercial Bank of Iran) 
Head Office: TEHERAN, IRAN 


With wide local experience, a network of branches, a fully equipped Foreign 
Department, Representative Offices in London and Hamburg, and Corres- 
pondents throughout the world, the bank can confidently place its services at the 
disposal of bankers, exporters and importers who wish to do business with Iran 


10 BLEICHENBRUCKE, HAMBURG 


344626, 7 








LIABILITIES £ 


Current, Deposit and other 


Accounts re a .. 66,625,422 
Acceptances... " .. 21,631,680 
Paid-up Capital i .. 3,500,000 


Reserve. . 


3,500,000 








STATEMENT OF ACCOUNTS AT 3ist MARCH, 1959 


ASSETS 


Cash in Hand, at Bankers and 
at Call iv , 
Bills of Exchange i - 
British Government Securities 
Loans, Advances and _ other 

Accounts i 7 
Investments in Subsidiaries . . 
Liabilities of Customers for 

Acceptances. . 


£, 
34,754,433 
13,475,140 
5,827,187 


16,313,573 
3,255,089 


21,631,680 








OSTERREICHISCHE 


LANDERBANK AG. 


VIENNA, 


AUSTRIA 





Annual Report, 1958 





Further Expansion of the Bank’s Business 





7 per cent Dividend 





HE Annual General Meeting of 

Osterreichische Landerbank was held 

in Vienna on 22nd April this year and 
the following are details of the report pre- 
sented by the Board of Directors. 


The course of the Osterreichische Lan- 
derbank’s business during 1958 was again 
extremely gratifying, in spite of the world- 
wide recession which also affected economic 
growth in Austria. The profit for the year, 
before allocations to Reserves, rose by 
55% from Sch.65 million to Sch.101 
million. The profit before taxes was 
Sch.209 million as compared with Sch.186 
million a year previously. ‘The favourable 
results which have been obtained are due 
to a further expansion of the Bank’s busi- 
ness in general (the Balance Sheet total 
rose by Sch.1,134 million, or 20.3%), and 
to the employment on the most favourable 
possible terms of the outside parties’ re- 
sources entrusted to the Bank in particular. 


In the year under review, Osterreichische 
Landerbank also played a leading part in 
the security issues offered in Austria. It 
succeeded in placing 24.9%, of a total of 
Sch.1,926 million nominal amount of 
bonded loans, exceeding its own quota 
by 18%. 

The proportion of Osterreichische Lan- 
derbank’s foreign currency turnover to 
Austria’s total foreign trade remained un- 
changed at 38% as compared to 1957. 


The Balance Sheet 


The Balance Sheet total was Sch.6,727 
million on 31st December, 1958. In the 


case of creditors, additional funds received 
from outside sources amounted to Sch.963 
million or 26.6%, while Savings Deposits 
showed an increase of Sch.262 million or 
27.7% (the average increase in Savings 
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Deposits at all joint stock banks was 25.3 °,), 
bringing the combined total of creditors 
and savings deposits up to Sch.5,779 
million. ‘This development in deposits can 
certainly be regarded as clear evidence of 
the population’s confidence in the prudent 
conduct of the Bank’s business. 


Commercial lendings (Bills of Exchange, 
Promissory Notes and Debtors) rose by 
Sch.768 million to Sch.4,638 million as 
compared with the previous year, while the 
total volume of credits, including ERP 
Loans, of which 41.6% were made avail- 
able through Osterreichische Landerbank, 
reached Sch.7,600 million. ‘There was a 
noticeable rise in their holding of Federal 
Treasury Bonds, which were acquired to 
the extent of a further Sch.205 million, 
bringing the total up to Sch.509 million. 


At the date of the Balance Sheet, the 
first-grade liquidity ratio was 21.8% as 
compared with a required ratio of 15%; 
on the same date, the ratio representing 
first- and second-grade liquid assets to- 
gether was 61.5°, (required ratio 40%). 


Profit 


Out of the Net Profit for 1958 Sch.84 
million were allocated to the Reserves 
(Sch.47.7 million in 1957). Thus the pub- 
lished Capital and Reserves reached Sch.684 
million (Sch.600 million in 1957), or 11.7°, 
of the liabilities. 

The Net Profit for 1958 (including the 
balance brought forward from 1957) 
amounts to Sch.18.9 million and the Board 
of Management has recommended an 
Ordinary Dividend of 7°% as in the pre- 
vious year. ‘The report, the accounts and 
the proposals put forward by the Board of 
Management were adopted by the General 
Meeting. 
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NORTH BRITISH & MERCANTILE 
INSURANCE 


Gratifying Growth of New Life Business 


HE annual general meeting of North 

British & Mercantile Insurance Com- 

pany Limited was held on May 28 
in Edinburgh. 

The following is an extract from the 
circulated statement of the Chairman, Mr. 
Cyril H. Kleinwort: 

You should receive at the same time as 
you receive this statement details of the 
offer by the ‘‘ Commercial Union ”’ to pur- 
chase the entire issued capital of our 
Company which, as you will see, carries 
the unqualified recommendation of the 
General Court of Directors. It is there- 
fore unnecessary for me to say more about 
the offer than that I hope it will commend 
itself to you. 

Fire Department.—Our Fire premiums 
show a reduction of some £400,000 which 
arises entirely from the steps we have 
taken to prune our business in the U.S.A., 
which have reduced our premiums from 
that territory by about £800,000. 

Lasses are lower by £433,458, and we 
have succeeded in reducing expenses by 
£270,596. 

‘The loss ratio amounted to 54.9 per cent 
for last year as against 55.9 per cent 
in 1957. 

The loss of £26,180 compares favourably 
with the figure of £889,435 (4.6 per cent) 
last year. 

Casualty Department.—Total Casualty 
premiums were {11,895,342, an increase 
of £1,125,389 over the 1957 figure. ‘Total 
claims incurred were £ 7,063,859, against 
£5,882,767, the percentage of claims to 
premiums being 59.4 per cent compared 
with 54.6 per cent for 1957. 

Commission, Expenses of Management 
and Overseas ‘Taxes other than taxes on 
profits totalled £5,064,530, compared with 
{4,776,688 for the previous year, the 
respective ratios to premiums being 42.6 
per cent for 1958 and 44.4 per cent for 
1957. 


There is an underwriting loss. of 
£683,203, 5.7 per cent of premiums, 
compared with an underwriting loss of 
£426,044, 4 per cent of premiums for 1957. 

Marine Department.—Our Marine under- 
writing was, with the exception of the 
United States of America, again satis- 
factory, but the increase in claim settlements 
which I mentioned to you last year con- 
tinued, with the result that the profit from 
the 1956 and 1957 Accounts is likely to be 
less than the average of previous years. 

Life Department.—It is gratifying once 
again to be able to report record figures for 
new Life business. ‘The new sums assured 
for 1958, after deduction of reassurances, 
amounted to over £18,400,000, against a 
little under £16,000,000 in 1957. Both 
the Ordinary and Group sections showed 
advances over the previous year. 

We have now entered upon the final year 
of our Valuation quinquennium at the end 
of which we anticipate being in a position 
to declare a satisfactory rate of bonus. The 
Directors decided to make a further in- 
crease in the rate of interim bonus payable 
on claims arising on and after January 1, 
1959, and until further notice. ‘The new 
rate is 45s. per cent per annum compound 
(an increase of 3s.) and is payable in respect 
of each annual premium paid since the last 
distribution of surplus. 

Consolidated Profit and Loss Account.— 
‘This Account summarizes the results of our 
operations for the year 1958. Net Interest 
on Investments shows an increase of £49,136 
over the previous year at £1,277,535. ‘The 
operations in the Fire, Accident and Marine 
departments during the year resulted in a 
net loss of £350,748 as against a loss of 
£980,830 for 1957. 

It is proposed to maintain the dividend 
at 2.3d. per share, of which 1s. 2d. is being 
paid as an interim dividend. ‘The total 
dividend of 2s. 3d. per share plus the 
dividend on the Preference Stock will take 
£798,219. 
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TURKIYE 


VAKIFLAR BANKASI 


T.A.O. 
Capital: 50.000.000 TL. 
Head Office: ANKARA 
Established 1954 
ALL BANKING TRANSACTIONS 


CORRESPONDENTS THROUGHOUT THE WORLD 
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Comparative Condensed Statement 
in Turkish Lira 


ASSETS 
3ist December 
1957 
16.694.300. 


Unpaid Capital . 
8.751.257.48 


Cash and at Central Bank 


. Fund for Statutory —, 20.503.998.39 

. Cash in Banks 4.767.160.67 
Bills Discounted 19.120.217.47 
. Securities and Bonds 6.771.691. 
. Advances 4.739.45 
. Debtors’ Current Account. 87.202.848.05 
. Loans Against Real Estates 8.898.284.25 
Debtors - 152.649.11 
Participations 7.195.000. 


5.125.652.80 
9.839.802.15 


Premises and Furniture 
Other Assets 


. Initial Expenses 878.195.12 
Total 195.905.795.94 
LIABILITIES 
31st December 
1957 

Capital 50.000.000. 
Reserves... 1.033.973.13 
Our Liabilities 22.372.524.55 
Deposits 113.269.316.12 
Remittances sh 284.564.42 
Unclaimed Values. . 158.718.89 
Creditors .. a 899.202.79 
Other Liabilities 4.755.654.66 
Profit ; 3.131.841.38 
Total 195.905.795.94 


31st December 
1958 


13.544.400.— 
8.444.763.82 
27.575.900.39 
2.502.388.72 
29.619.424.70 
8.242.301.55 
1.342.777.90 
93.430.869.57 
11.941.029.37 
211.199.49 

7.075.000.— 
7.352.383.43 
15.366.662.85 
752.384.69 


227. 401 486. 48 


3ist December 
1958 


50.000.000.— 
1.503.749.34 
25.970.363.65 
139.022.855.86 
48.344.54 
102.363.79 
1.573.088.23 
4.776.986.04 
4.403.735.03 


227. .401 , 486.4 48 











Branches in Turkey: 


ANKARA, ANAFARTALAR (Ankara), 
TAKSIM (Istanbul), KADIKOY (Istanbul), 
BURSA, KONYA, ADAPAZARI, MANISA, 
GAZIANTEP, TIRE, BEYOGLU (Istanbul), SIVAS, 


Branches Authorized for Foreign Transactions: 


Peterson Int. 3rd Ed. 


ANKARA, 
Code: 


YENISEHIR (Ankara), 
PANGALTI (Istanbul), 
ESKISEHIR, AYVALIK, 
ISPARTA. 


ISTANBUL, 
IZMIR, 


ISTANBUL, TAKSIM (Istanbul), IZMIR, BEYOGLU (Istanbul). 


Telegraphic Address: 
Head Office: VAKIFBANKUM 


Branches: VAKIFBANK 
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THE EMPLOYERS’ ASSURANCE 


Prospects in North America 


HE Seventy-eighth Annual General 

Meeting of The Employers’ Liability 

Assurance Corporation Limited was 
held on May 27 in London. 

The following is an extract from the 
statement by the Chairman, Lord Knollys, 
which has been circulated with the report 
and accounts for the year ended Decem- 
ber 31, 1958: 

The total premiums written by the four 
companies that comprise our group were 
141,956,236. ‘This is £3,523,863, or 9.2 
per cent., more than they wrote in 1957. 
All classes of business have gone ahead, but 
rate increases on motor business in the 
Urited States made up a good part of the 
extra volume written in 1958, and so did 
the progress of our policy of expanding our 
fire portfolio there and in other parts of the 
world. Our trading result for the year, 
after an underwriting loss of £444,548, was 
a profit, after taxation, of £381,682, and 
your Directors recommend the payment of 
a final dividend of 3s. per share, making, 
with the interim dividend of 2s. 6d. per 
share, a total of 5s. 6d. per share for the 
year, which is the same as last year. We 
have accordingly provided for the total net 
cost of this dividend, which comes to 
£327,500. ‘This leaves the amount of our 
carry forward at £1,290,377, which is some- 
what larger than the amount at which it 
stood at the end of 1957. ‘The total of our 
share capital and published reserves now 
stands at £8,375,994, 

You may remember that last year I said 
that I could offer no great hopes of any 
rapid improvement in conditions in the 
insurance market of North America. I am 
glad to be able to tell you that in Canada 
the loss we suffered in 1957 was replaced 
by a good profit for 1958. In the United 
States, however, my fears were realized and 
we could not make enough improvement to 
finish without an underwriting loss, though 
it Was not so severe as that in the previous 
vear. 

We write a great deal of our business in 
these two countries, and, as I have told you 
in previous years, your Board is confident 
that they still present a vast area of great 
potentialities. Here British insurance can 
continue to find ample scope in which to 
make steady but satisfactory progress in 
building up business of good enough quality 
to show, in the long run, a_ reasonable 
degree of profit. 

‘There are two basic ingredients for in- 


surance business to be successful. ‘lhe 
first is that rates of premium must be 
economic and must keep pace with claims 
experience. The second is that manage- 
ments must be realistic and progressive. 
The improvement which I have men- 
tioned in our Canada branch has been due 
as much to careful control as to better rates. 
Similarly in the United States, though, as 
I have said, there have been rate increases 
there, too, the partial recovery shown in 
1958, which I believe will continue, reflects 
to a great extent the strenuous supervision 
which has been given to all aspects of our 
operations. We have, for instance, managed 
in this branch, without, I am sure, impairing 
the very high standard of service which we 
provide, to reduce the ratio of our expenses 
to our premium income steadily but appre- 
ciably during recent years. At .the same 
time our chief concern there, as in Canada, 


is by the most careful underwriting to 
maintain, and indeed to improve, the 
quality of the business on our books. 


Lastly, we have in both countries set our- 
selves conservative standards for reserving 
for our outstanding claims, and have fol- 
lowed an investment policy that has been a 
constant source of strength. 


Fire 

Fire business in the United States has 
been improving gradually since the last 
months of 1957. ‘The Corporation’s own 
fire account is fundamentally profitable, and 
it has shown a loss this year only because 
of the heavy charge required as usual for 
unearned premiums on business written 
for three or five years. 

Our Canadian fire account showed much 
improvement over 1957, though we did not 
quite break even on it. ‘The general ex- 
perience there was getting better through- 
out the year. Our most successful terri- 
tories were Australia and the United 
Kingdom, in both of which we made a 
good profit on a larger income. 


Accident 
The results of our Motor business in the 
United States were again disappointing. 


As I told you last year large increases in 
rates obtained in 1957 soon proved not to 
have been enough, and it is by no means 
certain that such further increases as were 
granted in 1958 will suffice, even when 
added to the earlier ones. 

It was a fair year in the United States for 
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Workmen’s Compensation business. Our 
results were less good than they were in 
1957, but up-and-down trends are in the 
nature of this class of insurance as of any 
other. Miscellaneous classes were on the 
other hand much better in 1958. 

In the United Kingdom we had a bad 
Motor year, and so we did also in most of 


policies issued by the Clerical, Medical and 
General Life Assurance Society amounted 
to £11,018,026, an increase of some 9 per 
cent. over the comparable figure for last year. 

The Merchants Marine Insurance Co. 
showed a higher premium income on both 
its home and its overseas marine business, 
and I am glad to say that it also showed a 


decrease in claims ratios over all years. A 
transfer of £25,000 has been made from 
the Marine Fund to profit and loss account. 


our smaller overseas branches. In Canada, 
on the other hand, we made a profit on 
Motor business and on all Accident busi- 
ness taken as a whole. Our Australia branch 
had as good a year on the Accident side as 




















it did on the Fire side, and as a result Investments 
made the largest profit that it has ever made. The book value of the Corporation’s total 
investments was {£46,455,600, and the total 
Life and Marine appreciation over their book value was 7] 
The net new sums assured under Life greater than it has ever been before. 
in 
THE ENGLISH, SCOTTISH & AUSTRALIAN BANK ai 
LIMITED. 

aH to 
WITH 500 BRANCHES AND AGENCIES THROUGHOUT Sté 
AUSTRALIA THIS BANK OFFERS A COMPLETE BANKING net 
SERVICE FOR EVERY TYPE OF TRANSACTION WITH shi 
AUSTRALIA. "7 

a 

Head Office — 5 Gracechurch Street, London, E.C.3. 
West End Branch — 8-12 Brook Street, W.|. 

J. A. CLEZY, General Manager in London. wh 
IN 
) 
Banker ina ‘“‘snarl’’ | © 
Fr 
| 
Though a: Banker might be forgiven for failing Ra 
to sort out a *“ snarl” at the masthead, another ) 
tricky nautical problem may well confront him - 
at some time or other. How is he to advise on bal 
a bequest for seamen’s welfare ? Which of the inc 
anc 


many excellent societies is he to select for his 
client ? Happily, he can sort this one out quite 
easily with a neat compromise. 





— , :' lis 
King George’s Fund for Sailors is the one an 
central fund for all sea services. More than is 
120 welfare and benevolent organisations derive “te 
: é. a 
their funds wholly or partly from it. Please ] 
advise your clients accordingly. spi 
pri 
a 9 1 a 
King George’s Fund for Sailors | = 
1 Chesham Street, London, S.W.1. SLOane 0331 (5 lines). rec 
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Record Results Achieved 


Bonus Distributions Increased 


Lord Grantchester’s Tribute to the Staff 


London and Manchester Assurance 
Company Limited was held on May 14 

in London. 
The Right Hon. Lord Grantchester, 
O.B.E., the Chairman, who presided, said: 
It is customary for a chairman’s speech 
to end with an expression of thanks to the 
staff for their work during the year under 
review. On this occasion, as I shall be 
mentioning records achieved all round, I 
should like to start with a reference of 
gratitude to the management and staff in 

all grades. 


Tv 90th Annual General Meeting of 


Records in All Branches 
I should like to enumerate the records to 
which I have referred: 
INDUSTRIAL LIFE BRANCH: 


New sums assured .. £6,886,000 

Cost of bonus - os £731,000 
ORDINARY LIFE BRANCH: 

New sums assured .. £ 6,180,000 

Rate of bonus - .. £2 5s. Od. % 
FIRE AND GENERAL BRANCH: 

Premium income .. 7 £407,000 
RATE OF INTEREST earned on 

funds, gross 2 .. £6 1s. 64.% 


It is of interest to note that the total 
capital and funds, which at the date of the 
balance sheet amounted to £64,463 ,000, has 
increased in the last five years by £17?m., 
and interest, dividends and rents gross by 
over £1 3m. 


Investments 

‘There have been no major changes in the 
distribution of the investment portfolio to 
which I need draw your attention. ‘There 
is an increase of some {£1?m. in British 
Government securities and an increase in 
loans on rates of over {1m. 

Last year I was able to tell you that, in 
spite of the low level of stock exchange 
prices, the market value of our assets 
exceeded, by a reasonably comfortable 
margin, the balance-sheet value less the 
investments reserve fund. ‘The substantial 
recovery in prices during 1958 has, of 


LONDON AND MANCHESTER 
ASSURANCE COMPANY LIMITED 







































course, benefited the market value of our 
investments and at the end of the year it 
was substantially in excess of the balance- 
sheet figure. We have taken the oppor- 
tunity to increase the investments reserve 
fund to £4m. 

What, however, is of particular import- 
ance is the interest income. As I have 
already mentioned, the gross rate of interest 
earned on the funds has improved to 
£6 1s. 6d. per cent., an increase of 6s. per 
cent. over the corresponding rate for the 
preceding year. We are thus reaping the 
fruits of the considerable changes in our 
investment portfolio made during the past 
few years. It is our belief that these 
higher rates of interest at least can be 
maintained. 


Increased Bonus Distributions 


One of the results of the higher earnings 
on the funds is that all profit-sharing poli- 
cies, whether by contract as in the ordinary 
branch or by special declaration as in the 
industrial branch, benefit this year from 
increased bonus distributions. 


Importance of Saving 

We welcome the reliefs to the taxpayer 
in the current Budget. ‘The Chancellor of 
the Exchequer has left himself the task of 
finding during the year, otherwise than by 
taxation, £721m._ If this is not matched by 
increased saving we shall find ourselves 
again in the throes of inflation caused by 
an increase in the money supply by the 
Government. Our role as an institution 
which attracts and encourages saving is 
extremely important to the economy as 
well as to the sense of security of our 
policyholder customers. 


Interim Dividend 
The interim dividend is now somewhat 
out of line with the final dividend. In 
order to lessen the disparity it is our inten- 
tion this year to pay an interim dividend of 
2s. per share on November 30 next. 
The report and accounts were adopted. 
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WANTED 





Old-established business making yearly profit of 


£5,000 to £100,000 
AS INVESTMENT 


PRESENT DIRECTORS AND MANAGEMENT TO CONTINUE 
OPERATING BUSINESS 


Write to Box No. 61/59, THE BANKER, Bracken House, 10 Cannon 
Street, E.C.4 














DOCUMENTARY CLERK: 
Merchant Firm (City) 


with extensive international interests 
have vacancy in their documentary 
Department for man aged 25 30. Previous 
banking experience of credits and foreign 
exchange required. Reply giving full de- 
tails of education, age and experience to 
Box No. 659, The Banker, Bracken 
House, 10 Cannon Street, London, E.C.4 


for help 


When advising on 








A child 
in this 
condition 
is a cry 


wills and bequests 
never forget the 


N-S:P-C-C 


95 Victory House, Leicester Square, London, W.C.2 































BANK MELLIIRAN 


(NATIONAL BANK OF IRAN) 
Holder of Exclusive Right of Note Issue 


Incorporated by Law in 1927. 


CAPITAL FULLY PAID 
RESERVES 
DEPOSITS 


Governor and Chairman of Executive Board: HIS EXCELLENCY EBRAHIM KASHANI 
Head Office : TEHRAN, IRAN 


Over 190 Branches and Agencies throughout Iran 


New York Representative 


The Bank, through its Banking Department, offers complete banking service for Foreign 
Exchange Transactions, provides special facilities for Documentary Credits, etc., and 
with its numerous branches in Iran deals with every description of Banking business. 


ADMINISTERS NATIONAL SAVINGS 


(Banking Department) 


CORRESPONDENTS IN IMPORTANT CENTRES ALL OVER THE WORLD : 
: One Wall Street, New York 









Rials 2,000,000,000 
Rials 659,000,000 
Rials 29,401,148,683 














The NATIONAL BANK Limited 























is essentially a Bank that 
specialises in an individual 
approach to finance. 

This means that it can — and 
does — offer a service that is 
both personal and prompt. 
With Branches in England, Wales and 
throughout Ireland, The National Bank 


is the only Bank to operate extensively 
on both sides of the Irish Sea. 


Authorised Capital—£7,500,000 
Issued Capital — £1,500,000 
Reserve Fund —£1,500,000 
Deposits (31.12.58) £93,658, 106 


LONDON Office) 13-17 OLD BROAD ST.., E.C.2 
ery Office) 34 & 35 COLLEGE GREEN 
BELFAST (Chief Office) 62-68 HIGH ST. 





Agents and Correspondents all over the world 














Philip Hill, Higginson 
& Co Ltd 


= OO 


34 MOORGATE : LONDON EC2 


Capital Issues 
Investment Management 
Acceptance Credits 
Company Registration 


FOREIGN EXCHANGE & 
ALL OTHER BANKING SERVICES 


he 


PHILIP HILL, HIGGINSON & CO (AFRICA) LTD 


80 Commissioner Street, Johannesburg 
and Kingsway House, Salisbury, S. Rhodesia 


ie 


Correspondents in USA 


HARRIMAN RIPLEY & CO INC 
63 WALL STREET - NEW YORK 5 



































